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INVESTMENT & BUSINESS TREND 


Ten Years in Retrospect—Signs of Economic Recovery 
—Gold Reserves and Inflation—The Market Prospect 


fae] UST ten years ago, the economic 
e “4 foundations of the world were 
) I we: shaken with the opening of a war 
are kava, that was destined to cause the 
Lae) loss of millions of lives and the 
destruction of tens of billions of capital. 
Considering the vicissitudes through which 
the world has passed in the past decade, it 
is rather remarkable that the edifice of civili- 
zation still stands. No greater example can 
be had of the underlying fortitude of the 
human race and its capacity to build for the 
future, even in the midst of the ruins which 


it has created for itself. There are many 
examples of this sort of thing in history. 


Today the world is busily engaged in try- 
ing to restore its financial condition. Here 
and there, in Europe in particular, are rising 
visible manifestations of the economic recov- 
ery which must ultimately wipe out the ef- 
fects of the war and give the world a new op- 
portunity for peace and the fruits of peace. 
Witness the fortunate outcome of the Dawes 
Plan Conference. 


In the meantime, favored among all the 
nations of the world, the United States stands 
on the firmest financial foundation in its his- 
tory. Creditor of the world, a kaleidoscopic 
change since its debtorship of only a decade 
ago, its population of nearly one hundred and 
twenty millions enjoys a standard of living 
known nowhere else. Its banks are over- 
flowing, its industries are on a solid founda- 
tion without fear of foreign competition. Its 
railroads are the most efficient of the world 
and its farmers are now at last coming into 
their own. Every opportunity is here for 
the prosecution of legitimate business with 
prospects for continued prosperity for many 
years to come. This is, indeed, a golden era 
for the United States. 


THE 
BUSINESS 
REVIVAL 


HE inherently strong 
position of American 
industry is illustrated 

by the increasing signs that 
we are already drawing away from the slump 
in business which marked the past few 
months. The great advance in grain and 
livestock prices continues to be reflected in 
the general increase of trade activity in the 
middle and southwest. Certain important 
industries such as steel and coal are increas- 
ing operations, under the impetus of renewed 
demand. Railroad car loadings are increas- 
ing. Building and construction is still in a 
healthy condition. Industries such as tex- 
tiles, shipping and others directly dependent 
on the status of agriculture give definite signs 
that they are emerging from their formerly 
depressed condition. Though trade continues 
to languish in many directions and while 
there is still a considerable amount of unem- 
ployment, the quickening of industrial activ- 
ity should soon tend to eliminate the depress- 
ing factors which still exist. It is clearer 
now than at any other time in the past few 
months that we are heading toward a sub- 
stantial increase of general business activity. 


HIAGE 


INFLATION HE simultaneous ad- 
I vance which is taking 

place in commodities 

and securities is interpreted by many stu- 
dents of economics as a reflection of the in- 
flationary potentialities contained in our gold 
reserves, now the largest in our history. Ob- 
viously, the tremendous volume of available 
credit based on our gold supplies produces a 
situation which lends itself easily to inflation- 
ary and speculative tendencies. Certainly 
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our extremely low interest rates makes a 
favorable base for speculative operations and 
it is unquestionably true that to some extent 
the current general advance in commodities 
and securities draws its being from the avail- 
ability of abundant funds at low rates of in- 
terest. European critics have pointed out 
that the large gold reserves of this country 
may prove a source of embarrassment, lead- 
ing to high inflation. This is probably a cause 
of uneasiness among banking officials and it 
may be assumed that the Federal Reserve 
Board is in close touch with the situation. It 
is a long time, however, before the critical 
point will be reached if, indeed, our bank- 
ing authorities permit such a point to be 


reached. 
BSG 


OBSCURANTISM HE apparent can- 
dor with which a 
prominent banker 
one day denied knowledge of an important 
series of railroad consolidations to be fol- 
lowed the next day in the public prints by a 
report sufficiently comprehensive to indicate 
that the gentleman in question not only had 
full knowledge of what was going on but was 
even a prime mover in the negotiations, is a 
sad commentary on the methods of certain 
higher-ups in finance. It may be that in this 
case the monetary interest of this person 
would not have been served by premature 
public announcement but what warrant was 
there for a flat denial of a situation which 
everyone knew existed? Does not such de- 
nial when proved false justify the use of a 
short and ugly world? 


We are reminded that a few months ago 
we published an analysis of an industrial 
stock which was then in the 20’s. Our con- 
clusion, based on our knowledge of conditions 
affecting this company, were extremely fav- 
orable and we recommended the issue for 
purchase. Much to our surprise we received 
shortly after publication of this analysis a 
letter from the President of the company ve- 
hemently denouncing us for publishing what 
he called an incorrect view of the situation. 


We therefore made another analysis of the 
company’s position but found that the facts 
were as we originally stated. Today, this 
stock after advancing steadily since our anal- 
ysis, is quoted at over $60 a share. We may be 
forgiven, therefore, if we cannot avoid the 
feeling that the president of this company 
was averse to seeing favorable mention of his 
company at a time when the stock was selling 
very low and which might give others besides 
himself an opportunity to profit from an un- 
usual market situation. Unfortunately, this 


sort of thing among corporation officials is 
much more.common than it should be. 


BORG 


URING the two weeks 
MARKET ending Saturday, Au- 
PROSPECT gust 9th, the stock 

market recorded a further 
advance in twenty-five rails, twenty-five in- 
dustrials and fifty stocks, as presented in 
graphic form on page 509 of our August 2d 
issue. The industrials recorded 118.59, 
the rails 71.43, and the fifty stocks 95.36. 
By noting these figures on the Buying 
and Selling Zone graph, it will be seen that 
the market is well up into the Selling Zone, 
these high prices having been exceeded on 
this graph only twice in the last fourteen 
years. 


The market does not lack further possi- 
bilities. A European settlement, for ex- 
ample, would undoubtedly lead to consider- 
able buying of American shares by for- 
eigners to whom our railway issues are es- 
pecially attractive. It is likely that other 
important railroad deals will be consum- 
mated before December. There are a num- 
ber of plans for the recapitalization of cer- 
tain high priced industrial shares. Wall 
Street also has a way of over-discounting 
favorable prospects. Some of this may take 
place within the next month or two. All of 
these influences may add to market activity 
and result in higher prices for the averages. 


But we do not consider it wise to wait 
until the last moment before taking advan- 
tage of this high market. 

It is neither the time to buy stocks nor to 
hold them. 

It appears to us that now is an excellent 
time to sell, for if one does not liquidate 
his common stocks while the market is high, 
he probably will not have the money with 
which to buy when bargain days return. 

Furthermore, there are indications that 
large interests have begun to liquidate their 
long positions. This does not necessarily 
mean that the market will immediately turn 
downward, because advancing prices are 
often necessary in order to induce public 
buying. We naturally infer that these in- 
terests are selling because they expect even- 
tually to replace their holdings at lower 
levels. That is exactly what we believe our 
subscribers should do, for the same oppor- 
tunities will doubtless be open to them in the 
course of the next several months. All buy- 
ing recommendations in this issue are here- 
with withdrawn. 

Monday, August 11, 1924. 
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The Instalment Purchase Plan— 


Blessing or Curse? _ 


ft 
/ boy 
* 


A Symposium of the Views of Industrial and / § 
Economic Leaders—Some Decided Opinions & R' 


6¢f NEVER could have done this in 
Russia,” said the Russian-Jew cabi- 
net-maker, indicating his consider- 
able store and several busy workmen. 
“There, always I would have been a hired 
worker.” 

“Why?” I asked, as a matter of con- 
versation, but was startled into interest 
by the quick reply: 

“Credit—what you call the instalment 
plan.” 

“Don’t they have it in Russia?” 

“Credit, for the rich man, yes; but 
credit for the poor man, no; the instal- 
ment plan is not known in Russia. Maybe 
not in Europe at all.” 

I asked for particulars. 

“See that Ford truck out there? It 
made my business. In Russia, unless Mr. 
Ford has recently introduced it there, I 
could not have bought a truck until I had 
the cash. By the time I had saved so 
nuch I would be an old man and it would 
be too late. But here in America I pay 
down a little, which I can quickly save, 
then I get the truck and with the truck 
I make my business, meet my instalments 
easily, and have my business besides. Yes, 
I bless America for the poor man’s 
credit.” 

As I walked out of the shop, I happened 
to run into a lawyer friend, who, in his 
prosperous middle years, has specialized on 
taking the retainers, very small, of life’s 
underdogs. We were going the same way, 
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and I related the story of the cabinet- 
maker. 

“I'm glad to hear one good thing of 
this damned business,” was the lawyer’s 
comment, “but I tell you it’s the special 
curse of the poor man in this day, taken 
as a whole. It reverses the rule of thrift, 
which is present denial for the sake of 
the future; whereas the instalment plan 
denies the future for the sake of the 
present. It’s like selling your immortal 
soul to the devil for a full cup of joy 
here and now. 

“It’s a new device for the eternal usurer 
and loan shark to get his. In the crude 
old days you took some trinkets to the 
pawnbroker and pledged them for a loan 
at 20% a month or more, or you went 
to a loan shark and sold yourself to him 
for a loan on such conditions that you 
might repay the principal several times 
over in a short period and owe as much 
as ever. 

“Now, the pawnbroker or shark, dis- 
guised as a legitimate merchant, lures you 
into his den, camouflaged as a handsome 
store, and persuades you to take some of 
his atrocious furniture or shoddy clothes 
or something else, at twice a fair price, 
which you promptly put in hock with him, 
although you are allowed possession. 
Maybe after two or three years you have 
paid all but a few dollars of this loan. 
Then you can pay no more. The modern 
usurer takes back the furniture and keeps 


\ &, 


all your mone. Csi. _Phey do it le- 
gally, too, but I have a lot of satisfaction 
in virtuously blackmailing the devils into 
reasonable settlements.” 

The two conversations piqued my in- 
terest in the instalment system, and I 
sought enlightenment. 

“The instalment system, is it good or 
bad?” I asked H. H. Morse, chief of the 
division of Domestic Commerce, of the 
U. S. Dept. of Commerce, which has been 
somewhat gingerly delving into the mat- 
ter. 

“On the whole, probably bad,” was the 
answer. “It is undeniably helpful in many 
cases, but its tendency is to stimulate the 
accumulation of debts that it may not be 
possible to pay; and what is worse, they 
are usually for dispensable goods. Most 
automobiles are bought on the instalment 
plan, and many of them go to purchasers 
who cannot afford them and would not 
have bought them but for the beguile- 
ment on easy payments. Most furniture 
is so bought, and most of it could be dis- 
pensed with. I don’t mean that people can 
do without household furniture, or should 
eschew automobiles, but I do mean that 
they can get along with buying them as 
they have the cash. The total volume of 
business would be about as large in the 
long run without instalments, the mer- 
chants would do about as well, and a con- 
stant temptation to inflated prices would 
disappear, also an imcalculable amount 
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“Lop-sided buying,” with the greater part of the public’s income going for luxuries. 


This is the effect 


some observers see in the Instalment idea. 
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Probably Half of Them Have Yet to Be Paid For! 


Few people realize, perhaps, the enormous sales-impulse supplied in the Motor Industry by its 
adaptation of the Instalment-Buying Plan. . . . Of the cars now in operation, millions are owned 
subject to the provisions of some Partial Payment Plan, and the credits involved undoubtedly mount 


up into the billions of dollars! 


of human _ humiliation and anguish. 

“This instalment business does not be- 
gin and end with buyer and seller. Its 
abuse affects general business life. It 
seems so easy to meet small monthly in- 
stalments that the buyer frequently over- 
buys. He buys a phonograph or radio 
when none would do; he takes on an 
automobile without realizing that his gas 
will cost as much as his monthly instal- 
ments. The first thing he knows most 
of his income is mortgaged. He is too 
proud to give up and have his furniture 
seized or the return of his clothes de- 
manded. He perhaps meets his instal- 
ments but he doesn’t pay his grocery or 
drug store bill or his general department 
store bill, and he curtails his ordinary 
purchases of necessaries. As a consum- 
ing unit he dwindles; as a social lia- 
bility that somebody must pay for, he 
grows. 

“Just now, in these good times, in- 
stalments are being met. But suppose a 
panic, vast unemployment! The instal- 
ments can’t be met. The contracts have 
been turned over to a swarm of new- 
born finance companies, with the mer- 
chant’s mame on the back. He com- 
monly supposes that his indorsement is 
merely a certification of the contract, but 
it is a regular indorsement. Down on 
the merchant comes the finance company 
when the instalments fail. I have rea- 
son to believe that the total amount of 
these instalment contracts that have been 
discounted by finance companies is very 
considerable — quite enough to cause 
something of an upset if they come back 
on the merchants.” 

Next, I put the problem up to the di- 
rector of distribution of one of the 
greatest of the national: business associa- 
tions. 

“I wish we could get rid of instalment 
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buying, root and branch,” he said. “It is 
a wasteful system. It stimulates high 
pressure selling and reckless buying. The 
people that ought to be putting their sav- 
ings into banks, homes, and investments, 
are putting far more than their savings 
into things that will be worn out when 
they are paid for. There is no joy in 
paying for a dead horse. 

“While there is a new crop of suckers 
coming on every year, who are willing 
to trade the long future for the fleeting 
present, all the old crops are bound to 
meet the saturation point one of these 
days. They won't be able to buy any 
more goods on the instalment plan, and 
they won't have anything with which to 
buy for cash. Then the merchant will 
find that he is as much of a sucker as 
the man he lured into the system, for a 
rotten future will offset his present pros- 
perity. Neither buyer nor seller can each 
keep his particular brand of- business 
cake and gulp it, too. 

“When a man saves to make a future 
cash purchase, his savings are earning in- 
terest. When he saves to pay an instal- 
ment he is paying out interest on his sav- 
ings. He loses at both ends of the deal, 
and also his peace of mind and self- 
respect. 

“I would add this important postscript, 
viz., that wherever credit is beneficial, it 
does not cease to be so because it is on 
the instalment plan. The fundamental de- 
fect of instalment credit is that it is not 
beneficial as a rule, or, rather, that it in- 
vades fields where there should be no 
credit—at least no long credit. It cre- 
ates unnecessary credit by creating un- 
necessary buying. It makes spenders of 
people who might be savers and it makes 
easy spenders more so. It is very largely 
credit that is exchanged for consumable 
goods, and consequently is not utilized to 


increase capital but rather hinders it 
accumulation. This is bad economy—ba« 
for the individual and bad for the public 

“A redeeming feature of the instalment 
device is that it sometimes compels bene 
ficial saving. Take the man who buy: 
a house on the instalment plan. Betwee 
the inflated price he is compelled to pay 
and the long years of interest that ar 
included in his amortization payment 
he will find that he would have done bet 
ter to pay rent for the same period an 
put the difference into the savings ban! 
at compound interest, or into revolvin; 
security investments. But nine times ot 
of ten he will meet his amortization pay 
ments and nine times out of ten | 
wouldn’t save the difference. This 
costly saving but better than none. It 
like investment or endowment insuranc: 
As an investment the savings bank wil! 
beat it; but on account of the life insur 
ance side a man will pay his premiums at 
any cost and make a saving incidental! 
that is far better than the larger one |! 
wouldn’t have made. 

“When there is no other way out, tl 
instalment plan is a mighty good thin; 
but so is the pawnshop then. But to | 
chronically in debt for current and fi 
ture living expenses is a moral menac: 
It’s a sort of contract slavery, and slaver 
never was good fo: any man. It humi! 
iates and perturbs. The man in the i 
stalment grip goes through life in th 
mood of always being a few minutes lat 
for the train. As an emergency, firs' 
aid measure, the instalment plan is som 
times a life saver, but as a chronic pra¢ 
tice it is a moral narcotic. If it cou! 
be restricted to a useful and helpf: 
credit basis, it would be all right; beyor 
that it is all wrong—and that is the m: 
jor: part of it. 

“The easy payment plan, which is onl 
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so in prospect and is always uneasy in 
fact, has deplorable effects on the gene- 
ral current of business and of life. Men 
neglect the household larder and the fam- 
ily wardrobe in favor of a neutrodyne or 
a four-wheel brake. The merchants who 
supply these necessities suffer a reduction 
of business, and the curtailed demand 
s'ops the factory wheels, and so basic in- 
dustry suffers.” 

“The lumbermen and other manufac- 
turers of building materials, claim with 
a good deal of reason,” according to Wil- 
son Compton, Manager of the Nat’l Lum- 
ber Manufacturers Assoc., 
“that the shortage of hous- 
ing and the low percentage 


Consequently, they are willing to sell on 
the instalment plan to anybody, merely 
making an impressive monitory bluff 
about “looking him up.” Moreover, many 
of them make their sales on the lease 
plan. The bewildered purchaser may 
find, if he fails to meet his obligation, 
that he has been merely renting the fur- 
niture and that even if he had paid all 
but a few dollars of the purchase price 
his equity is nothing. Frequently, addi- 
tional purchases are tied into an existing 
contract, so that even after the original 
purchase has been completely paid for, it 


nishing stores, 15 gave instalments as 75 
to 100%, and 11 reported them 50 to 75%. 
Of 47 general stores, 22 found that 75 
to 100% of their sales were instalments, 
and 7 were in the 50-75 bracket. Of 31 
department stores, 6 were in the 75-100 
class, and the same number in the 50-100 
group. The Commission’s report throws 
some interesting light on the profits that 
result from exacting high prices from 
the poor, for that is what an instalment 
sale frequently comes to. Out of 355 
furniture stores, only 11 experienced a 
loss in 1920 and 104 had a profit of more 
than 20% and 27 over 50%. 
Two did better than 100%. 

Dr. David Friday, well- 





home-ownership are due 





known economist, is not at 





unsound diversions of 
finds, by the instalment 
ute, particularly to lux- 
ies. They contend that 
iny a man who has an 
tomobile should have a 
use instead. They can see 
answer but the instal- 
nt plan fairly applied to 
ilding materials and 
jouses, so they are staying 
nights trying to devise 
some way by which the 
vater can be taken out of 
.ortization mortgages, and 
» instalment plan applied 
home building on a true 
ings basis. They shake 
ir head sadly when they 
1 there are more ma- 
hines than dwellings in 
vn and predict a- gloomy 
future for a nation that 
ys as it rides,’ even buy- 
ny its tires on instalments, 
nd. takes no thought of 
future.” 
Francis Walker, 
momist of the Federal 
ade Commission, thinks 
t instalment buying is a 
natter of individual ap- 
iisal, rather than general 
haracterization. The Com- 
nission has never investi- 
ted the system as such— 
truth, there is a great 


chief 





Authoritative Observers Who Take Part 
in This Discussion and Some of Their 
More Striking Remarks 


H. H. MORSE, Chief, Division of Do- 
mestic Commerce, U. S. Dept. of Com- 
merce: 


WILSON COMPTON, Manager, 


tional Lumber Manufacturers Ass’n; 


“Its (the Instalment Plan’s) tendency 
is to stimulate the accumulation of 
debts it may not be possible to pay.” 


DR. DAVID FRIDAY, Economist: 


“Most of the people who get run over 
by the Instalment Plan get run over 
anyway. The trouble is with them and 
not with the Plan.” 


“The lumbermen claim with a good 
deal of reason that the shortage of 
housing and the low percentage of 
home-ownership are due to unsound 
diversion of funds by the Instalment 
route, particularly into luxuries.” 


Na- 


all disturbed by the expan- 
sion of instalment buying. 
There may be too much of 
it for the peace of mind of 
many people who have been 
hypnotized by its possibili- 
ties, but he doesn’t see any 
general business impedi- 
ment or menace arising 
from it. In his opinion 
much instalment buying is 
merely an expression of 
the increased buying power 
of the people. “The gene- 
ral level of wages is much 
higher now than before the 
war,” he said, “millions of 
people now have incomes 
that justify automobiles, 
radios, music machines, and 
all sorts of things that 
were formerly beyond their 
reach. Naturally, instead 
of waiting years for their 
savings to equal the things 
their incomes can afford, 
they avail themselves of a 
plan which enables them to 
pay as they use. Goods that 
are low-priced in units can 
easily be paid for in full, 
but when the unit gets into 
the hundreds of dollars, 
deferred payments are nec- 
essary to their enjoyment. 

“If a man had to buy a 
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whole year’s supply of gro- 
ceries in a lump most of 








ack of statistics on the 
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us would go into the instal- 





ject as a whole, so that 

st discussion is opinion 
rather than supported judg- 
nent—but it did go rather deeply into 

niture instalment buying, incidentally 
its general investigation of the furni- 

e trade. 

\nd it uncovered some startling facts. 

t found that the “mark-up” of the 

iil price over the wholesale price was 
sometimes as high as 200% for the instal- 

unt buyer. Fifty per cent more than 
cash retail price was sometimes en- 
ntered and the report estimates that 
instalment buyer pays on the average 
about 16% more than the cash or open 
account buyer. 

‘he “mark-up” for the instalment 
buyer, according to the report, is so high 
that many merchants are not at all con- 
cerned by contract repudiations. They 
allow a liberal per cent for such losses. 
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is still on rent, and can be taken back, if 
the contract as a whole is not fulfilled 
by the purchaser. 

If instalment system prices are any- 
where near as much inflated in other 
lines as in furniture, the system is an 
obvious deterrent to individual savings. 

An idea of the extent of the invasion 
of the furniture business by the instal- 
ment plan may be obtained from some of 
the Commission’s figures. Out of 556 re- 
tail furniture dealers reporting, only thir- 
teen sold on a strictly cash basis, and 500 
admitted that they were using the instal- 
ment plan in some degree. Of the 355 
specialized furniture stores, 206 reported 
that 75 to 100% of their business was 
instalment; 69 said it was 50 to 75% of 
their business. Of 42 general house fur- 


ment plan, if available, 

or go without groceries. A 
man’s income may justify a $500 auto- 
mobile, and he is not necessarily a waster 
if he pays for it as he uses it, which is 
in fact the way he pays for his groceries. 
In the long run the thing corrects itself. 
The people who overdo it, will be elimi- 
nated, voluntarily and _ involuntarily. 
Those who do not abuse it will find that 
it is simply an adaptation of credit to 
their circumstances. Most of the people 
who get run over by the instalment plan 
are of the kind that get run over any- 
way. The trouble is with them and not 
with the plan. That the default on auto- 
mobiles, for instance, is not appreciable 
(while millions of them are being paid 
for in instalments) and the general busi- 
ness of the country goes on increasing, 

(Please turn to page 643) 


595 


























Probably Half of Them Have Yet to 


Be Paid For! 


Few people realize, perhaps, the enormous sales-impulse supplied in the Motor Industry by its 


adaptation of the Instalment-Buying Plan. . . . Of the cars now in operation, millions are owned 
Partial Payment Plan, and the credits involved undoubtedly mount 


subject to the provisions of some 


up into the billions of dollars! 


of human humiliation and anguish. 

“This instalment business does not be- 
gin and end with buyer and seller. Its 
abuse affects general business life. It 
seems so easy to meet small monthly in- 
stalments that the buyer frequently over- 
buys. He buys a phonograph or radio 
when none would do; he takes on an 
automobile without realizing that his gas 
will cost as much as his monthly instal- 
ments. The first thing he knows most 
of his income is mortgaged. He is too 
proud to give up and have his furniture 
seized or the return of his clothes de- 
manded. He perhaps meets his instal- 
ments but he doesn’t pay his grocery or 
drug store bill or his general department 
store bill, and he curtails his ordinary 
purchases of necessaries. As a consum- 
ing unit he dwindles; as a social lia- 
bility that somebody must pay for, he 
grows. 

“Just now, in these good times, in- 
stalments are being met. But suppose a 
panic, vast unemployment! The instal- 
ments can’t be met. The contracts have 
been turned over to a swarm of new- 
born finance companies, with the mer- 
chant’s name on the back. He com- 
monly supposes that his indorsement is 
merely a certification of the contract, but 
it is a regular indorsement. Down on 
the merchant comes the finance company 
when the instalments fail. I have rea- 
son to believe that the total amount of 
these instalment contracts that have been 
discounted by finance companies is very 
considerable — quite enough to cause 
something of an upset if they come back 
on the merchants.” 

Next, I put the problem up to the di- 
rector of distribution of one of the 
greatest of the national: business associa- 
tions. 

“I wish we could get rid of instalment 
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buying, root and branch,” he said. “It is 
a wasteful system. It stimulates high 
pressure selling and reckless buying. The 
people that ought to be putting their sav- 
ings into banks, homes, and investments, 
are putting far more than their savings 
into things that will be worn out when 
they are paid for. There is no joy in 
paying for a dead horse. 

“While there is a new crop of suckers 
coming on every year, who are willing 
to trade the long future for the fleeting 
present, all the old crops are bound to 
meet the saturation point one of these 
days. They won't be able to buy any 
more goods on the instalment plan, and 
they won’t have anything with which to 
buy for cash. Then the merchant will 
find that he is as much of a sucker as 
the man he lured into the system, for a 
rotten future will offset his present pros- 
perity. Neither buyer nor seller can each 
keep his particular brand of- business 
cake and gulp it, too. 

“When a man saves to make a future 
cash purchase, his savings are earning in- 
terest. When he saves to pay an instal- 
ment he is paying out interest on his sav- 
ings. He loses at both ends of the deal, 
and also his peace of mind and self- 
respect. 

“I would add this important postscript, 
viz., that wherever credit is beneficial, it 
does not cease to be so because it is on 
the instalment plan. The fundamental de- 
fect of instalment credit is that it is not 
beneficial as a rule, or, rather, that it in- 
vades fields where there should be no 
credit—at least no long credit. It cre- 
ates unnecessary credit by creating un- 
necessary buying. It makes spenders of 
people who might be savers and it makes 
easy spenders more so. It is very largely 
credit that is exchanged for consumable 
goods, and consequently is not utilized to 


increase capital but rather hinders it 
accumulation. This is bad economy—ba: 
for the individual and bad for the public 

“A redeeming feature of the instalment 
device is that it sometimes compels bene 
ficial saving. Take the man who buy: 
a house on the instalment plan. Betwee 
the inflated price he is compelled to pay 
and the long years of interest that ar 
included in his amortization payments 
he will find that he would have done bet 
ter to pay rent for the same period and 
put the difference into the savings ban! 
at compound interest, or into revolvin; 
security investments. But nine times o1 
of ten he will meet his amortization pay 
ments and nine times out of ten h 
wouldn’t save the difference. This 
costly saving but better than none. It 
like investment or endowment insuranc: 
As an investment the savings bank wi 
beat it; but on account of the life insur 
ance side a man will pay his premiums at 
any cost and make a saving incidentall 
that is far better than the larger one h 
wouldn’t have made. 

“When there is no other way out, th 
instalment plan is a mighty good thins 
but so is the pawnshop then. But to | 
chronically in debt for current and fu 
ture living expenses is a moral menac: 
It’s a sort of contract slavery, and slaver 
never was good fo: any man. It humi! 
iates and perturbs. The man in the i 
stalment grip goes through life in th 
mood of always being a few minutes lat 
for the train. As an emergency, firs' 
aid measure, the instalment plan is som: 
times a life saver, but as a chronic prac 
tice it is a moral narcotic. If it coul! 
be restricted to a useful and helpfv' 
credit basis, it would be all right; beyon/ 
that it is all wrong—and that is the ma 
jor: part of it. 

“The easy payment plan, which is only 
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so in prospect and is always uneasy in 
fact, has deplorable effects on the gene- 
ral current of business and of life. Men 
neglect the household larder and the fam- 
ily wardrobe in favor of a neutrodyne or 
a four-wheel brake. The merchants who 
supply these necessities suffer a reduction 
business, and the curtailed demand 
stops the factory wheels, and so basic in- 
istry suffers.” 
“The lumbermen and other manufac- 
irers of building materials, claim with 
a good deal of reason,” according to Wil- 
son Compton, Manager of the Nat’l Lum- 
ler Manufacturers Assoc., 
“that the shortage of hous- 
ig and the low percentage 


Consequently, they are willing to sell on 
the instalment plan to anybody, merely 
making an impressive monitory bluff 
about “looking him up.” Moreover, many 
of them make their sales on the lease 
plan. The bewildered purchaser may 
find, if he fails to meet his obligation, 
that he has been merely renting the fur- 
niture and that even if he had paid all 
but a few dollars of the purchase price 
his equity is nothing. Frequently, addi- 
tional purchases are tied into an existing 
contract, so that even after the original 
purchase has been completely paid for, it 


nishing stores, 15 gave itstalments as 75 
to 100%, and 11 reported them 50 to 75%. 
Of 47 general stores, 22 found that 75 
to 100% of their sales were instalments, 
and 7 were in the 50-75 bracket. Of 31 
department stores, 6 were in the 75-100 
class, and the same number in the 50-100 
group. The Commission’s report throws 
some interesting light on the profits that 
result from exacting high prices from 
the poor, for that is what an instalment 
sale frequently comes to. Out of 355 
furniture stores, only 11 experienced a 
loss in 1920 and 104 had a profit of more 
than 20% and 27 over 50%. 
Two did better than 100%. 

Dr. David Friday, well- 





home-ownership are due 





known economist, is not at 





unsound diversions of 
nds, by the instalment 
ute, particularly to lux- 
ies. They contend that 
iny a man who has an 
tomobile should have a 
use instead. They can see 
answer but the instal- 
nt plan fairly applied to 
ilding materials and 
uses, so they are staying 
nights trying to devise 
me way by which the 
iter can be taken out of 
amortization mortgages, and 
he instalment plan applied 
home building on a true 
ings basis. They shake 
ir head sadly when they 
1 there are more ma- 
nes than dwellings in 
vn and predict a- gloomy 
future for a nation that 
‘pays as it rides,’ even buy- 
x its tires on instalments, 
i takes no thought of 
» future.” 
Francis Walker, 
momist of the Federal 
ade Commission, thinks 
it instalment buying is a 
itter of individual ap- 


chief 


Authoritative Observers Who Take Part 
in This Discussion and Some of Their 


More Striking Remarks 


H. H. MORSE, Chief, Division of Do- 
mestic Commerce, U. S. Dept. of Com- 
merce: 


“Its (the Instalment Plan’s) tendency 
is to stimulate the accumulation of 
debts it may not be possible to pay.” 


DR. DAVID FRIDAY, Economist: 


“Most of the people who get run over 
by the Instalment Plan get run over 
anyway. The trouble is with them and 
not with the Plan.” 


WILSON COMPTON, Manager, 
tional Lumber Manufacturers Ass’n; 


“The lumbermen claim with a good 
deal of reason that the shortage of 
housing and the low percentage of 


Na- 


all disturbed by the expan- 
sion of instalment buying. 
There may be too much of 
it for the peace of mind of 
many people who have been 
hypnotized by its possibili- 
ties, but he doesn’t see any 
general business impedi- 
ment or menace arising 
from it. In his opinion 
much instalment buying is 
merely an expression of 
the increased buying power 
of the people. “The gene- 
ral level of wages is much 
higher now than before the 
war,” he said, “millions of 
people now have incomes 
that justify automobiles, 
radios, music machines, and 
all sorts of things that 
were formerly beyond their 
reach. Naturally, instead 
of waiting years for their 
savings to equal the things 
their incomes can afford, 
they avail themselves of a 
plan which enables them to 
pay as they use. Goods that 
are low-priced in units can 
easily be paid for in full, 
but when the unit gets into 
the hundreds of dollars, 





home-ownership are due to unsound 
diversion of funds by the Instalment 
route, particularly into luxuries.” 


iisal, rather than general 
aracterization. The Com- 
ission has never investi- 


deferred payments are nec- 
essary to their enjoyment. 


gated the system as such— 
truth, there is a great 





“If a man had to buy a 
whole year’s supply of gro- 
ceries in a lump most of 








k of statistics on the 
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ject as a whole, so that 
st discussion is opinion 
rather than supported judg- 
nt—but it did go rather deeply into 
furniture instalment buying, incidentally 
its general investigation of the furni- 

e trade. 
\nd it uncovered some startling facts. 
It found that the “mark-up” of the 
iil price over the wholesale price was 
sometimes as high as 200% for the instal- 
nt buyer. Fifty per cent more than 
cash retail price was sometimes en- 
ntered and the report estimates that 
instalment buyer pays on the average 
ut 16% more than the cash or open 

unt buyer. 

The “mark-up” for the instalment 
er, according to the report, is so high 
tat many merchants are not at all con- 
erned by contract repudiations. They 
allow a liberal per cent for such losses. 
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is still on rent, and can be taken back, if 
the contract as a whole is not fulfilled 
by the purchaser. 

If instalment system prices are any- 
where near as much inflated in other 
lines as in furniture, the system is an 
obvious deterrent to individual savings. 

An idea of the extent of the invasion 
of the furniture business by the instal- 
ment plan may be obtained from some of 
the Commission’s figures. Out of 556 re- 
tail furniture dealers reporting, only thir- 
teen sold on a strictly cash basis, and 500 
admitted that they were using the instal- 
ment plan in some degree. Of the 355 
specialized furniture stores, 206 reported 
that 75 to 100% of their business was 
instalment; 69 said it was 50 to 75% of 
their business. Of 42 general house fur- 


us would go into the instal- 
ment plan, if available, 
or go without groceries. A 
man’s income may justify a $500 auto- 
mobile, and he is not necessarily a waster 
if he pays for it as he uses it, which is 
in fact the way he pays for his groceries. 
In the long run the thing corrects itself. 
The people who overdo it, will be elimi- 
nated, voluntarily and _ involuntarily. 
Those who do not abuse it will find that 
it is simply an adaptation of credit to 
their circumstances. Most of the people 
who get run over by the instalment plan 
are of the kind that get run over any- 
way. The trouble is with them and not 
with the plan. That the default on auto- 
mobiles, for instance, is not appreciable 
(while millions of them are being paid 
for in instalments) and the general busi- 
ness of the country goes on increasing, 
(Please turn to page 643) 
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The Riddle of the Rails 


Why Railroad Securities Advanced 
While Earnings Declined—A 
Seeming Paradox Explained 


AILROAD stocks are selling higher 
R on average than at any time in half 

a decade. For seven months they 
have climbed uninterruptedly and appar- 
ently the end is not yet. But the trend 
of railroad gross and net, again speaking 
in averages, has been downward. The re- 
cently issued statement of the first 20 
Class 1 roads for June showed total gross 
revenues of $138,157,000 as against $161,- 
129,000 for the same month a year ago, 
equivalent to a drop of 14.2%. Turn to 
the accompanying graph and you will ob- 
serve that the gross of 30 representative 
roads has been downward since around 
the first of the year. Yet rail 


By BARNARD POWERS 


The purpose of this article is to point 
out the great, economic change in the 
position of the rails which, in conjunc- 
tion with other factors, explains the di- 
vergence between railroad earnings and 
the movement of railroad securities. 


Some Past History 


In order to get the required broad view 
which is necessary to understand the rail- 
road situation we must, at the risk of 
repetition, retrogress a few years. We 
find in the past much which is analogous 
to present-day conditions. About 1870, 
for example, there was great inflation 


be noted in the developments of the last 
few years, except there have been no 
Granger Laws. 

The Transportation Act which put an 
end to Government operation of the car- 
riers—an experiment which cost the coun- 
try nearly $2,000,000,000—expressly stipu- 
lated that the Interstate Commerce Com- 
mission must initiate and provide rates 
which would allow the carriers as a whole 
to earn a fair return on their invested 
capital. 

On July 17, last, the Interstate Com- 
merce Commission refused to order a re- 
duction in rates on grain, grain products 
and hay within the Mississippi- 
Missouri valley cereal-growing 





stocks go on merrily up. 

Look at the same graph and 
for the year 1923 and you will 
perceive an exact opposite sit- 
uation. Gross earnings boomed 
in that year but for the most 
part railroad stocks steadily de- 
clined. Yet railroad gross in 
that year. showed the largest in 
recent years. 


The Puzzle 


Going back to 1922, we find 
that the advance in gross earn- 
ings was accompanied by a 
spirited advance in rail shares. 
Assuredly a puzzling matter. 
In the first year (1922) the 
movement in earnings and 
stocks coincide, the second year 
earnings go up and stocks go 
down while this year earnings 
go down and stocks go up. 

What does it mean? Can it 
be that earnings no longer have 
any bearing upon the price of 
railroad securities? Assuredly 
not, for otherwise the entire 
theory of investments would 
stand confuted. Nor can it be 
that the reported earnings are 





CONSTRUCTIVE FACTORS BEHIND 


THE RAILROAD ADVANCE 


1. General change in the public attitude 
toward the carriers involving the recogni- 
tion that railroads are great, economic ne- 
cessities and must be allowed to earn a 
proper return on invested capital. 


2. Adjournment of Congress and passing 
of the danger of destructive legislation. 

3. Recovery of agriculture, thereby si- 
lencing one of the chief critics of the rail- 
roads. 

4. General belief that radicals and gov- 


ernment-ownership protagonists will not 
prevail in coming elections. 


5. Plethora of money seeking investment. 


6. Impending consolidations which will 
redraw railroad map of the country. 


territory. The proposed reduc- 
tion woulé have amounted to 
from 10% to 14% and the Com- 
mission stated that such reduc- 
tions would cost the railroads 
in that territory $17,500,000 an- 
nually. The Commission stated 
that grain and grain products 
were not contributing more than 
a fair share to rail revenues and 
concluded with: 

“There is serious doubt 
whether farmers would not, in 
many instances, lose from im- 
paired railroad service more 
than they could possibly gain 
from such a reduction in rates, 
even if the farmers could get 
the entire benefit of any reduc- 
tion made.” 

No more Granger Laws or the 
like! 

A few years ago the State 
Commission of Missouri ordered 
the ’Frisco to stop two through 
trains, eastbound and westbound, 
respectively, at a little town of 
2,500 inhabitants called Moun- 
tain Grove. The Supreme Court 
of the United States, after care- 
fully studying the situation and 








false or misleading since rail- 
road reports are standardized 
and carefully supervised by the Interstate 
Commerce Commission. It is conceivable 
that one or two roads might put out in- 
accurate or misleading figures, but it is 
not conceivable that the entire group of 
reporting roads would or could do so. 

It simply means that the action of rail- 
road stocks are now governed by deeper 
seated factors and influences than those 
of current earnings. Other things being 
equal one would naturally expect railroad 
shares to rise and fall in consonance, to 
some degree at least, with fluctuations 
in earnings. In ordinary times they do. 
But these are no ordinary times in the 
railroad world. They are most extra- 
ordinary. 
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and the farmer suffered. His products 
brought little or no profit and his com- 
plaints were loud, as in the last few years, 
before the rise in wheat and corn closed 
his mouth with plenty. In 1870 the rail- 
roads were the arch fiends who were suck- 
ing the lifeblood of agriculture. Freight 
rates must be reduced. Then came the 
Granger Laws, only to be followed by 
railroad bankruptcies. The farmers clam- 
ored the loudest for the repeal of the 
Granger Laws which they had advocated 
and the Granger Laws were repealed. In 
1879 the price of farm products rose, 
chiefly owing to crop failures abroad, and 
the outcry against the railroads died. An 
almost exact parallel to that situation.can 


noting that four other through 
trains stopped regularly at the town, de- 
cided that the needs of Mountain Grove 
did not warrant the interference with 
interstate traffic that the State Commis- 
sion had ordered. 


Railroad Baiting Out of Fashion 

The greatest good to the greatest num- 
ber. In other words, railroad baiting 
with its concurrent politics, interstate 
jealousies and interstate selfishness, has 
gone out of fashion. The great growth 
and prosperity of the railroads in the 
closing years of the last century was, 
according to President Hadley of Yale, 
largely due to the “intelligent and appre- 
ciative attitude of the public toward rail- 
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road men and railroad problems.” That 
intelligent and appreciative attitude 
changed to one of bitterness and oppres- 
sion in the early years of the present cen- 
tury and railroad bankers, operators and 
exploiters were to a large degree to blame 
for that change. Hence the long “twilight 
of the roads” which began after Harri- 
man’s death in 1909 and extended with 
minor interruption until 1921. 

If that era is to be characterized as the 
“twilight of the roads” the present era 
should be characterized as the “renais- 
sance of the roads.” If the war had not 
intervened the renaissance would have 
come much sooner. In the opinion of the 
writer the rehabilitation of the railroads 
would have started a decade earlier had 
it not been for the war. The changed 
public and private attitude towards the 
railroads is one of the main reasons why 
railroad stocks are now advancing. The 
big financial interests were first to realize 
what that would eventually mean to the 
carriers and the public is gradually be- 
ginning to grasp the full import. 


railroad situation would be an overnight 
matter. Great economic changes are never 
sudden matters. In addition to the po- 
litical uncertainty which affected the roads 
in 1923, there is good reason to believe 
that the decline in railroad securities was 
artificially accelerated to allow the “big 
interests” to accumulate stocks for the 
big advance which they were the first to 
foresee. It is always thus. In the eleven- 
year decline beginning with 1909 and end- 
ing in 1921 the railroads changed from 
ownership by the big interests to owner- 
ship by smaller investors. In the last two 
years the big people have bought back 
much of what they sold. 


Consolidations 


Late in 1923 there was heavy accumu- 
lation of railroad stocks and bonds. In 
addition to the factors already mentioned 
the outlook for consolidations on a large 
scale was undoubtedly a factor of primal 
importance. It is everywhere admitted 


that consolidations were logical, eco- 





nomic and ethical and the only question 
was as to “How?” The railroads are 
working out that problem under the super- 
vision of the Interstate Commerce Com- 
mission. 

The course of railroad securities has 
gone against the course of railroad earn- 
ings in the current calendar year because 
of a number of constructive factors which 
make for the ultimate prosperity of the 
carriers. If the fortunes of the roads are 
on the mend, the matter of monthly earn- 
but of upgrade in a 
gencral importance. 
constructive factors are 
marized in the accompanying table. 

As indicated by the table, this aggrega- 
tion of constructive factors far outweighs 
the matter of current earnings. Granted 
that the underlying position of the rails 
is greatly improved then it follows that 
will improve as the times im- 
prove. Times are improving and there 
is every indication that the boom in rail- 
road securities has a long way to go be- 
fore reaching its zenith. 


ings is momentary 
broad, 


Those sum- 


earnings 


Patient Stockholder 





War and Government 
Operation 


In the two years follow- 
ing the outbreak of hostili- 
ties the roads did well and 
their securities kept pace 
with the general advance in 
securities. Immediately fol- 
lowing our entry into the 
great conflict and the com- 
mandeering of the railroads 
by the Government, railroad 
securities hit the toboggan. 
During the period of Gov- 
ernment operation the rails 
hung at low levels in the mar- 
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PRICE MOVEMENT OF RAILS COMPARED WITH GROSS 
EARNINGS AND FREIGHT CAR LOADINGS 


Rewarded at Last! 


He who laughs last laughs 
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best. The small stockholder, 
and there are thousands of 
such, who has held his rail- 
road securities through thick 
and thin at last has an oppor- 
tunity to laugh. It may be 
that he has lost the ability 
to laugh through the years 
which he has _ dismayfully 





RAILROADS GROSS EARNINGS 
30 REPRESENTATIVE ROADS 


watched falling earnings, van- 
ishing dividends and crum- 
bling security prices. But the 
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very satisfactory course of 





ket. And with good reason, 


: UNIT: 
too, for when the carriers 


railroad affairs should prove 








were finally handed back to 
their owners their condition 
was deplorable. Equipment 
and morale were at the lowest 
ebb. 
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The years 1921 and 1922 


were years of rehabilitation. 700 





The year 1923 was one of 
large railroad earnings and 
in the ordinary course of 600 
events railroad stocks would 
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a valuable adjunct in restor- 
ing suppleness to the facial 
muscles of the long-patient 
small investor. 

The strong feature of the 
railroad situation is that it 
apparently is working to- 
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FREIGHT CAR LOADINGS 
AVERAGE WEEKLY LOAD- 
INGS BY MONTHS ARE 
SHOWN THROUGH JUNE 


wards a permanently sound 
basis. The railroads, like 
stable lines of industry will, 
of course, have their good 
























































LUD 


LI 


years and bad years but any 








have responded strongly. But 
the farmer was hard up and 80 
there was a powerful radical 
element in Congress which 10 
was in favor of taking away 
from the roads to help the 
farmer. The La Follettes, 
Shipsteads and Brookharts 
were shouting lower rates, 
government ownership and 
the like, and the prospect 
that there might be legisla- 
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such long-continued period 
of depression, such as oc- 
curred from 1909 to 1921, 
seems very improbable. 

The great change in the 
railroad situation has been a 
slow affair as all great, eco- 
nomic changes usually are. 
The small investor who was 
not an owner of railroad se- 
curities has been amply ap- 
prised of the trend of events. 


4-— 





tion which would seriously 


Readers of this publication, 





affect the carriers, was not 
remote. 

The roads reached the na- 
dir of their decline in 1921 
and early in 1922 went over 
the top for-the advance. It 
was not to be expected, how- 
ever, that the change in the 








This graph shows how the averages of 25 
on the whole moved counter to the trend 


ings and freight-car loadings in 1923 


rails have 
of gross earn- 


and 1924 


in particular, have been re 
peatedly informed as to the 
status of the railroad situa- 
tion and its prospects. Those 
who not only read and be- 
lieved but acted on the infor- 
mation should have some 
very handsome profits. 
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How Your Dollar Will Grow If 
Invested at Compound Interest 








End of 
Ist year 
5th year 

10th year 

15th year 
20th year 
25th year 





$1@4% $1@4%%$1@5% $1 @5%z% $1 @6% 


$1.050 
1.276 
1.628 
2.078 
2.653 
3.386 


3.005 


$1.060 
1.338 
1.790 
2.396 
3.207 
4.291 


$1.055 
1.306 
1.708 
2.232 
2.917 
3.813 

















HE tremendous cumulative effect of 

investing money at compound in- 

terest may be appreciated from the 
fact, for example, that $1,000 invested at 
6% compounded for fifty years will equal 
$18,420.53 and invested for 100 years will 
equal $339,340.70. 

These figures are submitted merely to 
show what a given amount invested at 
a certain rate over a long period of years 
will do. Since, however, the average per- 
son is not concerned with the accumula- 
tion of capital beyond a full generation, 
say, twenty-five years, it is more to the 
point to discuss what can be done with 
money compounded within that period. 
The table below gives a good idea of 
the power of compound interest. 

It is shown, for example, that it takes 
eighteen years at 4% compounded for a 
given sum to double itself, at 5% it takes 
about 14% years and at 6% it takes only 
twelve years. 


A Thousand a Year at Fifty 


Suppose then at the age thirty, when 
many men and women have managed to 
save a few thousands, Tom Jones has 
$5,000. If he invests this at 6% com- 
pounded, he will have $10,000 in twelve 
years. In fifteen years, he will have $11,- 
980 and in twenty years he will have $16,- 
035 or more 


We present this very familiar idea to 
our readers for the purpose of reiterat- 
ing ,that the quickest way of getting to a 
given point is the surest way. We pre- 
sent the idea that it is a good thing to 
have money work for you, and that it 
will work for you if you only let it. 
Money, let out at interest, is a very tract- 
able servant. 


Securing 6% 


Over many years, it has been demon- 
strated, that with care it has been pos- 
sible to invest money at 6% with rela- 
tive safety. In order to secure such a rate 
for your money, however, except in un- 
usual periods when opportunities abound 
in even high-grade issues, it will be nec- 
essary for you to watch for your oppor- 
tunity. 

In other words, it is a little more diffi- 
cult to secure 6% than 4%, but corisider- 
ing that you can reach your goal in one- 
third less the time, it obviously pays to 
look for these opportunities. They may 
be found in the real estate mortgage field, 
in the Building & Loan field (where gen- 
erally the rate is even higher than 6%), 
in sound bonds, and in preferred stocks 
of unquestioned position. 

You will first have to invest your prin- 
cipal and you will be careful to invest 
your principal as safely as possible be- 


cause this will be the cornerstone of your 
future success. Then, in order to secure 
the advantage of compound interest, you 
will have to re-invest the interest derived 
from your principal. Since, on the aver- 
age, your interest will be in small 
amounts as compared with your princi- 
pal, you will meet a practical problem in 
investing your fifty and one hundred dol- 
lar bills at 6%. But this can be done. It 
can be done, for example, by buying 
bonds of $100 denomination or Building 
& Loan certificates or small par pre- 
ferred stocks which may be purchased 
one or two shares at a time. 


The Extra Trouble Is Worth While 


Of course, this means a little extra 
work and trouble, but if you want to 
reach the goal of financial independence 
a little sooner, you will have to make up 
your mind that the work and trouble is 
worth while. If you decide you don’t 
care to do this, then there is the savings 
bank where even at 4% it takes only 
eighteen years to double your money. 

The point to recognize, however, is 
that a relative degree, at least, of finan- 
cial independence is a practical prop- 
osition for almost any one. A very sure 
and practical way in which to achieve 
it is through investing your money 

sanely and 





than three 


having the 





times what 
he started 
with. At the 
age of fifty, 
he would At 
have enough 
to draw a 
permanent 
income of 
$1,000 per 
year if the 
accumulated, 
amount were 
invested at 


4%, 
At 4%%, 
At 5%, 
At 5’%, 
At 6%, 


compounded, 


o 
70. 
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Something Well Worth Knowing 


a dollar will double itself 


interest com- 
pound itself. 
This is a 
very formi- 
dable weap- 
on placed 
at your dis- 
posal by so- 
ciety for 
your own 
protection. 
Have you 
learned how 
to use this 


18 years. 
16 years. 
14% years. 
13 years. 


12 years. 











weapon? 
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Is the Minority Stock- 
holder As Helpless 
As He Thinks? 


what redress has the minority 

stockholder? If he is bold enough 
to protest, he is met by specious explana- 
tions and involved arguments which re- 
quire the brain of a business expert to 
disentangle. If he is spirited enough to 
employ counsel, he is confronted with an 
imposing array of high-salaried, legal 
lights backed by unlimited resources. 

Frequently their method is to pick a 
flaw in the complainant’s case and get it 
dismissed on technicalities. Failing in 
this, the defense often adopts obstructive 
methods and by motions, pleas for delay, 
appeals and all the other dilatory tactics 
known to our ponderous legal system, 
endeavors to wear out the patience of the 
complainant or reduce his bankroll to a 
dimension which will force him to quit 
in disgust and despair. If the defense 
is hard pushed even bribery may be at- 
tempted and as a last resort, a settlement 
can usually be made before trial. For- 
tunately for the stockholder, instances of 
corporate wrongdoing are very much the 
exception rather than the rule. 

The minority stockholder, however, is 
not nearly as helpless as he imagines. He 
is in reality a good deal like an elephant 
who remains stationary at the hitching 
post because he believes that the frail 
strand of rope around his leg has the 
strength of a steel cable. As a matter 
of fact, there are very definite laws pro- 
tecting minority stockholders, and the 
courts are eager to assist the stockholder 
in obtaining recognition of his rights. 
The average individual does not know 
that it is possible to bring action against 
a corporation or its officers and directors 
and collect, in the event of a favorable 
decision, not only damages but every cent 
legitimately spent in forcing the issue. 


W ‘wie great corporations go wrong 


A Case in Point 


Only last month, Federal Judge Hugh 
M. Morris, sitting in the District Court 
of the United States for the District 
of Delaware, handed down a decision 
awarding over $3,100,000 in an action 
brought by a small group of minority 
stockholders of the Superior Oil Co. It 
appears that a former president of the 
Superior Oil Co. several: years ago se- 
cretly sold 325,000 shares of that com- 
pany’s stock to the Atlantic Refining Co. 
it approximately $8 a share while at prac- 
tically the identical time the Superior 
company was selling a block of its stock 
to bankers at $16 a share who in turn 
sold it to the public at $19 a share. 

For his “efforts” in connection with the 
sale to Atlantic the former president of 
Superior took a “commission” which 
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netted him something like 45,000 shares 
worth $720,000. Commenting upon this 
transaction, Judge Morris used about as 


scathing language as one ever hears from . 


the dignified Federal 
among other things: 


“Yet, notwithstanding my _ reluc- 
tance to believe that the business acts 
of any apparently reputable person or 
corporation are done otherwise than 
in good faith and for an honest pur- 
pose, I am constrained by what I 
think to be the overwhelming weight 
of evidence to conclude that the trans- 
action in question was conceived in‘ 
fraud and consummated by gross de- 
ception and dishonesty.” 


bench. He said 


It is reliably reported that when Mr. 
John D. Rockefeller, Jr., who owned 
about 75% of Atlantic Refining’s stock, 
learned of Judge Morris’ decision he 
(Rockefeller) severed all connection with 

Atlantic and disposed 
of his entire stock 
holdings in the open 
market. 
The story of this 
sweeping vic- 
tory by a small 
group of mi- 


nority stockhold- 

ers arrayed against 

one of the former, 

great Standard 

Oils is the story 

of courage, per- 

tinacity and brains. 

And the major share of 
the credit must go to the 
Berenson brothers, for it 
was they who lead the on- 
set and despite every ob- 
stacle maneuvered their le- 
gal infantry and artillery 
until the enemy was cor- 
nered and forced to suc- 
cumb. 


Co. 


An Interesting Pair 


Like the Van Sweringen 
brothers in the railroad 
world, the Berenson broth- 
ers have carved out a 
unique niche for themselves 
in the legal world. They 
have dedicated their legal 
careers to the cause of the 
wronged, minority stock- 
holder. In the last few 
years they have won sweep- 
ing decisions against the 
greatest financial interests 
in this country. In 1920, 


Whe 
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Judge Morris’ decision in 
the case of Superior Oil 
against the Atlantic Refining 


dication of the rights of the 
minority stockholder and 
shows him why, under expert 
and aggressive legal guidance, 
he need have no fear of the 
weight of money, nor hostile 
legal talent, no matter how 
great or able! 
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they won the famous “New Haven case” 
and procured a decree of $2,500,000 
against the former officers and directors 
of the New Haven Railroad. This bit- 
terly fought contest lasted eight long 
weary years and time and again it seemed 
that the minority stockholders’ cause 
would be lost. Opposed to the Berensons 
were a number of the country’s most fa- 
mous attorneys. The prodigious amount 
of work necessary to prepare this case is 
seen from the fact that the printed testi- 
mony, affidavits, depositions, etc., filled 
seventeen printed volumes. This case con- 
stituted one of the most spectacular vic- 
tories ever attained by the minority stock- 
holder in the history of American juris- 
prudence. 

The Berensons are both young men. 
Arthur Berenson, who was the guiding 
spirit in the New Haven case, is forty- 
five years old and is a member of the 
Boston Bar. Lawrence, who was the di- 
recting genius in the Atlantic Refining 
suit, is a member of the New York bar 
and is barely thirty-two years of age. 
Outside of a dogged pertinacity which 
arises at time to almost genius, they are 
no different from hundreds of other quick 
thinking, ambitious young men through- 
out the country. They were born in Bos- 
ton and are members of a family of nine 
children. Both received good educations. 
Arthur is a graduate of Boston Univer- 
sity while Lawrence received his legal 
sheepskin from Harvard. 

The so-called “big interests” are always 
on the lookout for exceptional legal talent 
and, as may be surmised, the Berensons 
have received flattering offers to hook up 
with big capital. They have consistently 
turned down all such offers, however, and 
insist that they have cast their lot with 
the minority stockholder and must keep 
the faith. While representing large cor- 
porations is perhaps the most profitable 
form of legal work that there is, the 
Berensons feel that there is another side 
to the matter which deals not with dollars 
but with idealism. They feel that as 
champions of the minority stockholder 
they are contributing something to the 

(Please turn to page 645) 
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Oil Industry Wears Shoddy Now 
With Ermine in Prospect 


The Status and Outlook for Leading Oil Companies 


S a whole, the oil year to date, it 

must be admitted, has been a dis- 

appointment. The word “disap- 
pointment,” however, is used relatively. 
From the viewpoint. of actual operating 
results and profits thus far attained, the 
year has not been unsatisfactory. Ifthe 
industry is able to get by the first of 
September without further drastic cuts 
in crude and refined prices, the stronger 
oil companies should be able to show 
comparatively satisfactory figures as of 
December 31 next. 

Compared with the roseate hopes en- 
tertained by the industry at the begin- 
ning of this year, the word disappoint- 
ment is a mild noua to use. One feels 
almost justified in dogmatically stating 
that in business and finance that which 
is foreseen by everyone seldom happens. 
At all events, the anticipations for 1924 
have fallen far short of realization. 

It will be recalled that 1924 started 
with the highest hopes in the industry. 
The great tidal wave of petroleum which 
inundated the industry from north cen- 
tral Texas and southern California in 
1923, and which left a long trail of 
wreckage behind, had begun to recede 
sharply before the beginning of the 
year. The peak of U. S. weekly pro- 
duction of 2,320,514 bbls. was reached 
in the week of July 14, 1923, and for 
a couple of months production hovered 
slightly below peak figures. Then came 
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two sharp dips in production followed 
by recoveries equally as sharp before 
the final long decline came which 
brought the weekly production figures 
to below the 2,000,000 bbl. mark. 

New Year’s was a day of good cheer 
for the oil industry. In all, seven new 
fields had contributed to the oil deluge 
of 1923 with the Powell field of Texas 
and the Los Angeles basin field of 
Southern California by far the most im- 
portant. The production edge was off 
both those fields and every indication 
was that they would show further de- 
clines in output, as proved to be the 
case. There was no new large sources 
of production in sight threatening to 
repeat the 1923 catastrophe. The Tor- 
rance-Redonda field began to show an 
ascending production arc in September 
of last year but promised nothing of 
major magnitude. While the possibili- 
ties of the Dominguez field had not 
been charted, that territory was mostly 
in the hands of large companies and 
not likely to be exploited like Sante Fe 
Springs, Huntington Beach or Long 
Beach. 

The current year started, then, with 
the highest of expectations. Business 
was good, the automobile companies 
were laying plans for a new high record 
of 5,000,000 cars to be added to the 
15,500,000 already in use, and it ap- 
peared that a record demand for fuel 


oil, gasoline and petroleum products 
would materialize. The most optimistic 
looked forward to what they firmly be- 
lieved would be the most prosperous 
year in the history of the industry. 


What Happened 


Several things happened to prevent 
the realization of the golden dream. 
As usual it was the unexpected. Busi- 
ness took a downward slant and as the 
result of this and the fact that automo- 
bile dealers had largely anticipated their 
early 1924 wants in the last quarter of 
1923, the demand for automobiles de- 
clined abruptly and there was a general 
curtailment in the motor manufacturing 
industry. 

The really surprising factor, however, 
was the gain in crude oil production 
which manifested itself in the second 
quarter of the current year. With 
southern California and the Powell 
fields still on the downward tack, U. S. 
production began. to climb last April 
and has climbed steadily ever since, 
slowly but surely. From a low weekly 
production point of 1,870,000 bbls. in 
January the weekly production figures 
made a high for the year to date of ap- 
proximately 2,000,000 bbls. for the week 
ended July 12. This increase was not 
so much from new fields as from the 
old. The decline in southern California 
and Powell and the belief that over- 
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production has passed resulted in re- 
newed drilling and opening wide the 
valves of producting wells. This was 
particularly true in the midcontinent 
fields where there were a large number 
of wells which had been drilled and 
closed in anticipation of the time when 
the improving oil situation would war- 
rant bringing them into production. 


Expectations Blasted 


[These factors and the fact that the 
year started with considerable stocks 


of crude and refined, resulted in the 
blasting of the expectations of a record 








year from the viewpoint of earnings. 
The graph accompanying this article 
shows that with the exception of slight 
decreases in stocks of refined products 
at refineries in August, September and 
October of last year, the trend has been 
steadily upwards. As a matter of fact, 
with the exceptions noted, refined 
stocks have been increasing for the last 
twenty months. On the other hand we 
are now in the heaviest consumption 
period of the year and it appears that 
oil production and oil consumption are 
close to an equilibrium. 

What are the immediate prospects 
for the oil industry? The best that can 


be said at this writing is that the out- 
look is uncertain. There are those who 
firmly believe that the major operation 
of decisive price slashing is necessary 
and that if it is not done now it must 
be done later. The price situation, how- 
ever, seems to be in strong hands and 
the advantages of price cuts after Labor 
Day rather than before, are obvious. 


Failure of Pro-Rating Experiment 


It was the hope of the price makers 
of crude that they could continue the 
present price levels by impressing upon 
operators the necessity of keeping pro- 








Status of Leading Companies and Impor- 
tant Developments Affecting Them 








ATLANTIC REFINING—Present year likely to be 
lean one compared with 1923 which was 
a poor year compared with preceding 
years. Recent Federal Court judgment of 
$3,100,000 against Atlantic a severe blow. 
Reported internal dissensions and that 
company is maintaining a less secure hold 
on its territory. 


BUCKEYE PIPE LINE—Pipe line runs at about 
the same rate as in 1923 and profits should 
approximate the fairly satisfactory 1923 
figures. 


CALIFORNIA PETROLEUM—Western oil situation 
the strongest in the country. Prices for 
crude and refined relatively higher than in 
midcontinent fields as industry not under 
such pressure as exists in midcontinent. 
Should do well this year. 


CosDEN—Not so good. 1923 was unsatisfactory 
and little prospect for improvement this 
year. Carrying large inventory but ap- 
parently have missed it again in the gaso- 
line market. Remains to be seen whether 
the new management will prove more 
shrewd or more fortunate than the old. 


CUMBERLAND PIPE LINE—Position about the 
same as that of Buckeye Pipe Line. 


HOUSTON O1L—Showing good progress. Earn- 
ings for first half year equal to $5.30 per 
share after depreciation and depletion, 
better than expected. Still somewhat of 
a mystery company but there is excellent 
prospects for its graduation to the ranks 
of dividend payers. y 


ILLINOIS PIPE LINE—Not holding its own as 
well as Buckeye and Cumberland. Oil 


runs less than last year and considerably 
less than for 1922. Profits will be pro- 
portionately decreased. 


INDIANA PIPE LINE—See Illinois Pipe Line. 


INVINCIBLE—Is showing progress though not 
as much as expected. 


MARACAIBO—Coming along slowly but surely. 
Has minimized the risks of oil develop- 
ment and is in a field which seems certain 
to eventually attain a very large produc- 
tion. 


MARLAND—Production has fallen off and it is 
understood that the refining end of their 
business is running in the red. 


MIDDLE STATES—Hovering on the brink of re- 
ceivership but new management may be 
able to save the situation. Scaling down 
of capitalization must eventuate, it would 
appear. See analysis on page 551 of 
August 2 issue. 


MuTUAL—Outlook very promising. Company 
maintaining good production, is better 
organized and profits for current year 
should show considerable improvement 
over last year. As the result of consolida- 
tions, company has much better market 
for its products. 


OHIO O1L—Earnings derived almost entirely 
from production. Profits understood to 
have been very satisfactory this year. 
Company in financial position which al- 
lows it to store a considerable part of out- 
put in declining markets. A -producing 
company of merit. 


(Please turn to page 658) 
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duction down at a level where it will 
be readily absorbed by refiners. Meet- 
ings were held with the purpose in view 
and propaganda directed against new 
drilling was instituted, but the results 
attained have been far from satisfac- 
tory. 

Then the pro-rating expedient was 
attempted by Prairie, Sinclair and 
others. To date this method has not 
met with the success looked for. Pro- 
ducers can make good money at cur- 
rent prices for crude and pro-rating 
merely tends to outside price-cutting by 
producers who find that course more 
profitable than reducing output. Un- 
less producers see the light or unless 
consumption is large enough to take 
care of present output, it appears that 
only drastic price cuts will be the 
method which will force producers to 
keep their surplus oil underground. 

The superabundance of light gravity 
crude is the disturbing factor in the 
situation. Almost all of the oil coming 
from the new fields and new wells is 
light gravity crude. The recent cut and 
the regrading of crude was obviously 
an attempt to soft-pedal this particular 
class of oil production, but as long as 
there is money to be made at current 
prices the outlook for a diminished sup- 
ply of light crude is none too bright. 


Status of Refiners 


One field observer characterizes the 
refining situation as “chaotic.” The 
refiners find large stocks burdensome 
and undoubtedly many of them are los- 
ing money at the present time. The 
strongly financed companies, of course, 
are the ones which are faring the best, 
but with the wholesale price of gasoline 
around 8c or 9c a gallon the only com- 


panies which are making money are 
those with very low operating costs. 
A continuance of the present situation 
will undoubtedly mean that many inde- 
pendents will be forced to the wall, but 
against that contingency may be set 
the hope of lesser production or increased 
consumption. 


How One Oil Expert Sees It 


The following paragraph summarizes 
the views of one oil expert and we pre- 
sent it for what it is worth. 

“It is my opinion that the remaining 
months of the year will see-much lower 
prices for crude, gasoline and other 
products with the consequent result 
that the profits will be materially cur- 
tailed from what they were for the first 
six months of this year. Some com- 
panies which have a complete cycle of 
operations will not be as seriously af- 
fected as the ones that operate only in 
one or two phases of the industry, for 
the reason that the price to the con- 
sumer has not as yet been cut as dras- 
tically as the wholesale price and as I 
believe crude will eventually be cut. 
The Standards are making a great ef- 
fort to keep up the prices to the con- 
sumer and may be able to get away 
with it.” 

The last sentence is the story in a 
nutshell. If the “Standards,” and the 
term means more than that for it really 
refers to all the big price pace-makers, 
are able to “get away with it,” the year 
1924 should prove to be one in which 
the well-managed and_ well-financed 
companies should be able to show rea- 
sonable profits. The strongest will fare 
the best as always for in oil race like 
most other races and battles in life is 
to the strong. The race may not always 


be to the swift nor the battle always 
to the strong, but it usually is in by far 
the greatest percentages of cases. 


Immediate Outlook 


The immediate outlook for the oil 
dustry is one of uncertainty. As to 
long range outlook there can be 
doubt. Petroleum and its by-prod: 
is becoming more and more a part 
our daily existence. The automo 
has revolutionized the life of the nati 
Old uses for petroleum are grows 
rapidly and will continue to grow 
years to come. New uses and exten- 
sions of old uses are occurring cn- 
stantly. The factor of consumption 
be counted upon to maintain its asce 
ing arc. Not so with production, hc w- 
ever. There are no great, new field 
sight in this country. Mexico, once 
world’s greatest producer of light cri 
is now only of importance as a produ 
of heavy crude. Venezuela has gr: 
potentialities but its development 
be slow. We are of the opinion th: 
there will never be an “oil famine” 
which will be more than a tempor 
matter. But the uncertainties of | 
duction will continue to cause gre: 
cycles of rise and fall in the oil busin 
As a “prince and pauper” industry 
has displaced ;steel. Just at present 
industry, while not in rags by consi 
able, is rather shiny along the seams. 
The prospect of ermine in the not 
tant future, however, is by no meat 
far-fetched likelihood. 

We present in the table herewit! 
condensed summary of the status 
prospects of the leading oi! companies 
The securities of these companies 
listed either on the N. Y. Stock Exchange 
or N. Y. Curb Market. 
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Showing how the improvement in the oil situation, which took place in late 1923 and early 1924, has 
gradually been offset by the rising tide of production. _Production and consumption are now about 


‘on an equilibrium but production is still increasing while consumption is at the peak of the year. 
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T HIS graph clearly indicates what is most 


important about the change in agricul- 
tural conditions, namely that the United 
States farmer, owing to the recent advance 
in the grains and livestock, is enjoying rapid 
restoration to something like normal purchas- 
ing power. An especially significant feature 
is that farm buying power is increasing at 
the same time that commodity prices have 


declined. The substance of this is that the 


farmer is receiving more for his products 
while he is paying less for goods in consump- 
tion. Thus, his spread between living and 
farm costs and prices received for his labors 
is widening at both ends. Having increased 
his purchasing power, estimated at an aver- 
age for this year of about $500 per farm, the 
result should be witnessed in a marked up- 
swing in industries with which the farmer 


does business. 
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What the Business Man Should 
Know About Promissory Notes 


How Loss May Be Avoided 


By MAHLON D. MILLER 
Of The Lake Shore Trust & Savings Bank, Chicago, IIl. 


NUMBER of years ago a young 
A man with banking aspirations was 
in discussion with a middle western 
banker of prominence, and in the course 
of the conversation he said: 
“Mr. Banker, I wish you could make 
an ‘honest-to-God’ banker out of me?” 
There was a profound silence, for a 
moment, while the eminent banker sat 
in thoughtful reflection, then, with a smile 
of reminiscence, he replied: “That’s an 
awfully big order, but I might say, in 
passing, to you, what the bank examiner 
said to me and my 
associates, many 
years ago, when 
we all sat around 
the directors’ table 
for the first time. 
“Really,” he con- 
tinued, “I shall 
never forget that 
first lesson.” 
“‘Gentlemen,’ 
said the bank ex- 
aminer, ‘I have 
here in my hand 
a bundle of pa- 
pers. What do 
they represent? 
Nothing but prom- 
ises. And that, 
gentlemen,’ he con- 
concluded, ‘is the 
most important 
thing of all to re- 
member. The 
character back of 
these promises is 
everything. These 
notes,’ said he, in 
finality, bringing 
them down upon 
the table with a bang, ‘are mere scraps 
of paper without a good moral backing. 
Look well to your promises; see that 
they will be sure to liquefy at maturity’— 
that, my dear sir, is what I can pass on 
to you for what it is worth!” 
Considered from a banking angle, and 
from that of the merchant, the charac- 
ter of the promisor is of primary signifi- 
cance; and above all, the form in which 
the promise is clothed. 
The note, too, to be the true emblem 
of the promise, and to carry weight be- 
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fore the law must meet with certain re- 
quirements. It must completely protect, 
and shelter the banker-merchant from the 
possibility of legal embarrassment, must 
be so well established in its essence that 
even the most trying financial situations 
cannot shake is validity. 

It is the purpose of this article to con- 
sider some of the essential factors re- 
garding the negotiability of the note, and 
to point out their importance to the banker 
and business man with a view to encour- 
aging a sounder basis of consideration, 


and a more absolute realization of the 
promise back of negotiable instruments. 


Specific Nature of Note Essential 


Let us take first for consideration the 
parties who are to sign the note: 

Indeed, it is a primary requisite that 
the instrument be specific as to all the 
parties. Take, for example, the note 
signed by a corporation representative or 
official, at a bank. In such instances, cau- 
tion must be exercised to insure the iden- 
tity, and official capacity of the signer 


incident to his responsibility on the not 
It is for this reason that a copy of th 
resolutions of a corporation is always 
insisted upon by the safe banker, setting 
forth an authorization to certain individ 
uals to sign notes, designating the bank, 
and outlining the scope of authority defi- 
nitely. 

If the resolutions are carefully con- 
sulted, and the proper parties signed on 
the note, there should not be any diffi- 
culty from this source. But, how about 
the partnership, you say? Well, here 

complications arise 
which often great- 
ly disturb the 
banker and_ the 
business man. This 
is due to the fact 
that there are not, 
infrequently silent 
partners whose 
identity has been 
withheld for the 
sake of policy, 
relative to opera- 
tion. Naturally, in 
the case of finan- 
cial difficulty, the 
creditor banker or 
merchant ascer- 
tains eventually 
the identity of the 
silent, limited or 
_other parties  in- 
terested, and if 
they are not on 
the note, endeavor 
to get them to 
sign. 

Experience _re- 
veals the fact that 
to sign up a silent 

partner is easier said than done; but if 
the banker wishes to be paid up, con- 
siderable pressure and persuasion are 
brought to bear to bring this about. It 
is for this reason that great care is ex- 
ercised to insure the signing of all the 
partners, and this irrespective of their 
responsibility, as far as their financial in- 
vestment in the agreement is concerned. 

By consulting a retained copy of part- 
nership agreements the embarrassment 
from this source can be avoided, for all 
the parties, and their responsibilities, as 
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partners, is set forth, and puts the banker 
or merchant on their guard as to the 
identity of the partners who must go on 
the note. 

The next important factor for discus- 
sion is that of the element of “time,” 
relative to the payment of the money. 

Both the amount of money and the 
time of payment must be certain. 

Suppose a note were made out: “Sixty 
days from the death of Jeremiah Smith, 
I promise to pay Simon Peter, Fifty dol- 
Since Jeremiah’s death is not cer- 
tain, as to its date, this would not be a 
negotiable instrument, even though the 
amount of money to be paid is certain. 

\gain, if a note is to be negotiable, the 
promise must be for the payment of 
money, by which is meant legal tender 
at the place of payment, and this with- 
out any connected promise conditional on 
the performance of some other act. 

All right, you say, but, suppose the 
merchant has a note drawn out, and made 
payable out of a particular fund, what 
then? 

The answer is that such a note would 
not be negotiable. It must be drawn on 
the general credit of the drawer, although 
there is no objection to a specific fund 
set forth, so long as the person holding 
the note may look to the general credit 
of the drawer if the specific fund be in- 
sufficient. 

Perhaps one of the most interesting 
factors entering into the note is that of 
the sufficiency of the promise. What is 
suflicient promise in a note? That is the 
question. 


It has been the writer’s experience as 


lars”? 


an attorney, to observe some egregious 
instruments, some of them made upon the 
spur of the moment in odd situations and 
in unusual circumstances. 

Suffice to say that it is the intent of the 
maker to pay, as revealed in the instru- 
ment, which is the gist of the promise. 
There have been some crude notes pro- 
duced in court as exhibits in lawsuits 
which, from a cursory glance, would 
hardly hold water; but, when construed 
as to the intention of the drawer, proved 
to withstand attack, and in many 
involving huge sums of money. 

Experience reveals the fact that a credi- 
tor who is in possession of a letter from 
a debtor, acknowledging debt, often be- 
lieves he has a negotiable instrument, and 
that the same can be construed as a 
promise. He finds to his sorrow that in 
the eyes of the law such an acknowledg- 
ment is not enough to grant him a favor- 
able hearing before a court of competent 
jurisdiction. 

Comment has already been made about 
the character of the promisor or prom- 
isors; but how about the nature of the 
promise, itself, you ask? There are all 
kinds of promises, you say; but if a prom- 
issory note is to be negotiable it must be 
one in which there is an unconditional 
promise set forth. 


cases 


Of all the words in the alphabet, if, 
but, and perhaps, indicate the possibility 
of a contingency. 

Now, suppose a merchant signed notes, 
as follows: 

“I promise to pay X $1,000,000, payable 
when A marries.” 


ee LP 


Again: “Payable when A’s ship re- 
turns,” and another: 

“Payable when A is twenty-one.” 

It can be seen that owing to the con- 
tingency, and to the uncertainty as to the 
event in all these cases, that the notes 
would not be payable, absolutely at a 
certain time, and for this reason the notes 
would be non-negotiable. However, if 
payment was made to take effect upon 
the death of A, the fact that the event 
was certain to happen, even if not cer- 
tain as to time, it is held in some juris- 
dictions, that such a note would be legal, 
and good. 

From time immemorial, one of the 
most intricate questions relative to the 
validity of a note is: What is 
to render an instrument negotiable? 


necessary 


The words of negotiability must be ex- 
they are usually, “or order” or 
bearer.” But these words are not exclu- 
sive, and it is sufficient if the intention 
of parties to make it negotiable can be 
gathered from the terms of the contract. 

It is worth while mentioning, at this 
point, the importance of consulting the 
statutes in the different states, relative as 
to what constitutes negotiability. Expe- 
rience reveals the fact that certain of our 
states have deviated from the common 
law, and make certain instruments nego- 

(Please turn to page 657) 


press; 


The accompanying two facsimiles are 
interesting examples of the crude methods 
employed in the early part of the last 
century. 
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Those New High Levels for 
Income Bonds 


Do Listed Income Bond Issues Still 
Contain Possibilities for Enhancement? 


LONG with many other bonds of 

more or less speculative grade, the 

so-called “income” issues have had 
quite a rise in market value during the 
past few months. Practically all those 
listed on the New York Stock Exchange 
are now selling around the highest prices 
ever recorded which in itself would seem 
to be enough to induce the average holder 
to sell out and place his funds elsewhere 
—before a decline sets in and wipes out 
his speculative profit. 

Much has evidently been discounted by 
the recent market advance, but it is still 
apparent that the income bond group is 
not entirely without possibilities. While 
the trader in bonds who desires to take 
a profit on his holdings may be justified 
in doing so, one could not hope for a bet- 
ter return on invested capital in compari- 
son with the risk involved in holding sev- 
eral income bonds even at present levels. 
Most individuals are inclined to forget 
that, while the average price of these se- 
curities has been going higher (and the 
present buyer must pay many points more 
than the one who used foresight—some 
time ago), there has been real improve- 
ment in the affairs of nearly every cor- 
poration whose income bonds have been 
advancing. In many cases, the extent of 
improvement has been even greater than 
would appear to be reflected in the price 
of the corporate securities. 


An Illustration 


For example, the Adjustment Mortgage 
5 per cent bonds of the Missouri-Kansas- 
Texas Railroad are now quoted around 
62, a price compared with an extreme low 
of 41 in 1921. The bonds were issued in 
that year, being offered under the Plan 
of Reorganization to holders of the secu- 
rities of the old M. K. & T. Ry. system. 
Needless to say, the road was then hav- 








HAVE THESE INCOME BONDS 
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ing great difficulty in making both ends 
meet, as evidenced by the fact that in- 
terest charges were scarcely more than 
half earned during 1920. Many holders 
of these bonds will recall that each time 
an interest payment date rolled around 
the question was raised as to whether the 
road’s earnings would be sufficient to 
allow a ment. 

Since thet time the M. K. & T. has 
shown a really remarkable improvement 


in its earnings and general condition. I 
1922, fixed charges were earned mot 
than twice over and a similar showing 
was made in the past year. Prospect 
are favorable for an even greater margi 
of safety in earnings for 1924, and the: 
is talk of resumption of dividends — 

the company’s 7% preferred stock. This 
change in the situation is naturally r 

flected in the price of the income bom 

(Please turn to page 654) 








Company 
Int.-Great Northern R. R. Co. 
Third Ave. Railway Co 
St. Louis-San Francisco Ry. Co.. 
Missouri-Kans.-Tex. R.R.Co... 
Hudson & Manh. R. R. Co... 
Seaboard Air Line Railway... 








Name of Security 
Adj. Mtge. Ser. “A” 6s, 1952 
Adj. Mtge. Inc. 5s, 1960... 
Inc. Mtge. 6s, Ser. “A,” 1960 
Adj. Mtge. S. “A” 5s, 1967 
Adj. Inc. Mtge.5s, 1957... 
Adj. Mtge. 5s, 1949 


* Also 20% per cent due in the form of accumulated interest. 


Comparison of Six Prominent Listed Income Bond Issues 


Income Bond 


Fixed Charges Interest 


5-yr. av. 3 92 
1.16 
1.60 
1.70 
1.47 
1.86 
1.12 


Times Earned Times Earned Bonds—1924 Market 
1923 H L. 


Price Range 
of Income Recent Current Yield to 


Return Maturity 
% 


11.10 


a Price 
54 
58 
71 
62 
68 
67 


40 
39 
58 
51 
58 
43 
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IMPORTANT CHANGES IN BOND 
BUYERS’ GUIDE 

HE ease in money rates continues 
7 to be reflected in the bond market. 

With time funds loaning on around 
a 3% basis, it was only natural that the 
Government issues should reach new high 
levels. High-grade rails, utilities and in- 
dustrials were firm, but, as predicted in 
these columns, the greatest appreciation 
was shown in the middle-grade and spec- 
ulative issues. While changes in prices 
of gilt-edge bonds were, with rare excep- 
tions, of a fractional nature, many two 
and three-point gains in the balance of 
the list were realized, as will be seen by 
higher quotations now ruling for such 
issues as Western Pacific 5s, California 
Petroleum 6%s, Wilson & Company 6s, 
U. S. Rubber 5s, etc. 

Readers will note that we have elimi- 
nated the list of short-term notes. These 
are now selling on a 5% or lower basis, 
and, although they may be attractive to 
banking institutions with a surplus of 
loanable funds, at present levels, they do 
not appear to be so to the outside inves- 
tor. Among high-grade issues we have 
added the Chicago & Northwestern 7s of 
1930, which still return 5%4%, and the 
Indianapolis & Louisville, Ist 4s of 1956, 
elling on a 5.75% basis to maturity. This 
yond covers important mileage. It is 
ruaranteed by the Chicago, Indianapolis 
« Louisville Railroad, which is affiliated 
vith the Louisville & Nashville, and 
erves an important coal territory. 

Holders of the Bush Terminal Build- 
ngs 5s, which were introduced in these 
olunms when they were selling at 85, 
ind now return only 5.20 to maturity, can 
nerease their income by transferring to 
he New York Dock first 4s, an equally 
igh-grade issue, yielding 5.55% on basis 
f present market prices. 

In the middle-grade division, we have 
dded the Boston & New York Air Line 
is, still selling on a 644% basis to ma- 
urity. This covers by first mortgage a 
ortion of the New York-Boston through 
ail route of the New Haven. The Balti- 
nore & Ohio 4%s of 1933 and refunding 
s of 1995, still sell to return practically 
‘% and appear out of line with the mar- 
et. Doubtless holders of the prior lien 
ivisional issues maturing next year will 
e offered the 5s on an exchange basis, 
ut, with the outlook for continued com- 
iratively low money rates, it is unlikely 
1e offer will be on a more favorable 
isis than afforded by the present mar- 
et, although it is the probable exchange 
ffer which is acting as a deterrent to 
gher prices for these refunding 5s. 

Among public utilities, we feel the Ohio 
ublic Service 7s are deserving of con- 
deration, as well as the Manitoba Power 

mmpany 7s. The latter are guaranteed 

the Winnipeg Electric Railway Com- 
ny, whose earnings cover all interest 
ligations by a good margin. Among 

e rails, the Seaboard Air Line first 4s 

ve advanced to a practically 6% basis. 

ie good earnings of the Seaboard war- 

nt the price, but, from the speculative 

indpoint, the Wheeling & Lake Erie 
c nsolidated 4s, selling almost five points 
l_wer, returning 6.65%, are preferable. 
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BOND BUYERS’ GUIDE 


(Bonds listed in order of preference) 


HIGH BRADE 
(For Income Only) Apx. 

Non-Callable Bonds: Price 
Great Northern Genl. 7s, 1936 
Atlantic & Danville Ist 
Indianapolis & Louisville 
Western Union a P y 
New York Edison . 64s, 1941 
Chicago & Northwestern 7s, 193 
Delaware & Hudson 7s, seee 
New York Dock Co. 4s, 1951 


Callable Bonds: 
Armour & Co. Real Estate 44s, 1939 
Laclede Gas Light Coll. & Rfid. 534s, 1953 
Philadelphia Company 6s, 1944 
Canadian General Electric deb. 6s, 1942 


MIDDLE GRADE 
(For Income and Profit) 
Railroads: 

Cuba R. R. Ist 5s, 1952 
St. L. & S. F. Prior Lien 4s, 1950 
Western Pacific Ist 5s, 1946 
New York, Ontario & Western 4s, 
Erie & Jersey Ist 6s, 1955 
Baltimore & Ohio Convertible 4% 
Baltimore & Ohio Rid. 5s, 1995. 
Missouri, Kansas & Texas Prior Lien 5s, 1962 
Boston & New York Air Line 4s, 1955 
Kansas City Southern Rfid. and Imp. 5s, 1950....... 
Minneapolis, St. Paul = Sault Ste. Marie 6)2s, 1931. 
Rutland R. R. Ist 4% 
Chesapeake & Ohio am J 5s, 1946 


Industrials : 
South Porto Rico Ist Mtg. and Co. 7s, 1941 
Wilson & Co. Ist 6s, 1941 
Sinclair Pipe Line 6s, 1942 
Goodyear Tire & Rubber Co. 8s, 1941.. 
California Petrolecm Corp. 632s, 1933 
International Paper Co. 5s, we. 
U. S. Rubber 5s, 1947 
Bethlehem Steel Co. 5s, 1936 
Computing, Tabulating & Recording 6s, 1941 
Armour & Co. of Del. Ist 5%s, 1943 
Anaconda Copper Mining Co. Ist 6s, 1953 
Union Bag & Paper Co. 6s, 1942 


Public Utilities: 
Manhattan Railway Cons. 4s, 1990 
Amer. Water Works & Elect. Corp. Col. 5s, 1934 
Ohio Public Service 7s, 1947 
United Fuel Gas 6s, 1936 
Virginia Railway & Power 5s, 1934 
Hudson & Manhattan Refunding 5s, 1967 
American Gas & Electric 6s, 2014 
Kansas Gas & Electric 6s, 1952 
Havana Elec. Ry. Light & Power 5s, 1954 
Montreal Tramways 6s, 1 
Denver Gas & Elec. Ist and Rfd. 5s, 1951 
Commonwealth Power Corp. 
Dominion Power & Transmission Ist 5s, 1932 
Manitoba Power Company 7s, 1941 


SPECULATIVE 
(For Income and Profit) 
Railroads: 

Erie Genl. Lien 4s, 1996 
St. Louis & San Francisco Adj. Mtg. 6s, 1959. 
Wheeling & Lake Erie Cons. 4s, 9 
Missouri, Kansas & Texas Adj. Mtg. os 1967. . 
Chicago Great Western Ist 4s, 4 
Western Maryland Ist Mtg. 4s, 
Rock Island, Ark. & Louisiana i or 1934 


Industrials: 
Cuba Cane Sugar 7s, 1930 
Empire Gas & Fuel 74s, Series “A’’ 1937 
International Mercantile Marine 6s, 1941 


Public Utilities: 
Brooklyn-Manhattan Transit 6s, 1968.......... eeecece 
Chicago Railways Ist 5s, 1927 . 
Hudson & Manhattan Adj. Income 5s, 1957 
Interboro Rapid Transit 5, 1966 
Third Avenue Railway Rfd. 4s, 1960 


{Int. earn'd 
on entire 

Apx. funded 
Yield debt 
5.95 2.85 
6.00 one 
5.75 
5.50 
5.50 
5.50 
5.40 
5.55 
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* Principal and interest guaranteed by Dominion of Canada. ¢ Callable in 1951. % Call- 
able in 1936. { This represents the number of times interest on the companies’ entire 4 
standing funded debt was earned, based on earnings during the last five years. Includes 
government payments during period of government operations of railroads. 


(a) Lowest denom., $1,000. (aa) 1922. (b) Lowest denom., $500. 
$100. (d) Lowest denom., $50. e¢ Average last three years. { Aver 
g Average last four years. i Does not include interest on adjustment bon 


(c) Lowest denom.., 
e last two years 
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World’s Greatest Railroad Investor 


The Scope of Union Pacific’s Investment Holdings—Is 
the Stock Still Attractive After Its Recent Advance? 


HE Union Pacific system is one of 

the largest railroad properties in 

the country. Its lines extend west- 
ward from Kansas City and Omaha to 
Los Angeles and Seattle. It possesses 
two lines of its own to the Pacific Coast 
and in combination with the Central Pa- 
cific, with which it connects at Ogden, 
Utah, forms the shortest route to San 
Francisco. The system has been greatly 
improved in the last twenty years so that 
today it is physically one of the finest 
railroad properties in the United States. 
There is no road which occupies a 
stronger financial position. 

Because of the broad territory which 
its lines serve the Union Pacific enjoys a 
well distributed traffic. It reaches the 
great wheat and lumber country of the 
Northwest. It obtains its share of the 
citrus fruit business originating in Cali- 
fornia, and this industry has advanced by 
leaps and bounds in the past decade. It 
penetrates the important mining and iron 
and steel section of Colorado, which 
might properly be termed the “Pittsburgh 
of the West.” The wheat fields of Kansas 
and Nebraska are also adjacent to the 
Union Pacific lines. 


A Huge Investment Trust 


Besides holding a predominant position 
among the railroads of the west, the 
Union Pacific is the owner of large blocks 
of securities of other railroads. On De- 
cember 31, 1923, its investments in affil- 
iated and non-affiliated companies amount- 
ed to the tremendous sum of $245,161,- 
000. This is an amount greater than 
Union Pacific’s total common stock. The 
purchaser of a share of Union Pacific 
buys an interest not only in the profits 
of that particular road, but also in the 
interest and dividends which it receives 
from numerous other railroads. As Pro- 
fessor Ripley described it, the Union Pa- 
cific is not only an operating property, 
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but “possesses an enormous reservoir of 
investment in outside properties.” 


Origin of Investment Holdings 


Although many other railroads hold 
securities of other companies with which 
they have no connection, none do it on 
the same scale as the Union Pacific. 
Many of course hold a controlling in- 
terest in another road which has been 
acquired for the purpose of securing 
advantageous traffic arrangements. 

The Union Pacific has stocks and bonds 
of roads with which it has no physical 
connection, and a voice in whose man- 
agement is of virtually no value to it. 
What then is the explanation of these 
immense outside holdings most of which 
date back about fifteen years? 

In 1901, Harriman, who was then di- 
recting the affairs of the Union Pacific, 
attempted to wrest control of the North- 
ern Pacific from the Hill interests by 
securing a majority of its stock. He did 
not want the Northern Pacific, but by 
controlling it he would have a half inter- 
est in the Chicago, Burlington and Quincy, 
which he very much desired. This fight 
for control was the direct cause of the 
financial panic of 1901, when Northern 
Pacific rose to $1,000 per share and spec- 
culators who had sold it short suffered 
tremendous losses. 

Harriman was not successful in ob- 
taining control and the stock which had 
been bought was deposited with the 
Northern Securities Company which had 
been organized to hold the stock of the 
Northern Pacific and the Great Northern. 
The Supreme Court a few years later or- 
dered the dissolution of this holding com- 
pany on the ground that it violated the 
Sherman Anti-Trust Act. The Union 
Pacific received as its share in the dis- 
tribution large blocks of Northern Pacific 
and Great Northern stock. 

In neither of these companies did it 


1923 i924” 


have a controlling interest. In the great 
bull market of 1906, when the prices of 
these two stocks were very high, the 
Union Pacific disposed of its holdings at 
a profit which has been conservatively 
estimated at 51 millions. Bonds had been 
floated to obtain the money with which 
to purchase the Northern Pacific stock 
Either these bonds had to be paid off 
with the proceeds or else they had to be 
reinvested. Since the bonds bore a low 
rate of interest and higher returns could 
be obtained on other securities the latter 
course was followed. 

Between June 30, 1906, and March 1, 
1907, with the money realized from this 
liquidation about 130 millions worth of 
stocks and bonds of other railroads were 
purchased. From time to time other pur 
chases have been made as surplus reve- 
nues were available. It is in this way 
that the Union Pacific has come to b« 
one of the largest holders of railroad 
securities. 


Stocks Owned 


The Union Pacific’s largest investment 
in any single company is that which it 
holds in the Illinois Central. It own 
$22,500,000 of its common stock and took 
advantage of the rights to subscribe to 
that company’s new issue of preferred 
stock, which was issued during the last 
two years. It consequently holds $4,000,- 
000 of the latter issue. In addition, th: 
Railroad Securities Company whose entir: 
capital stock is owned by the Union Pa- 
cific, owns $9,200,000 of Illinois Centra! 
common and $1,840,000 preferred. In 
other words, the Union Pacific’s invest 
ment in Illinois Central totals $38,040,000 
par value. The market value of this 
stock is 10% in excess of this figure. 
Illinois Central’s total stock capitalization 
is only $13,176,000 so that Union Pacific 
controls 29%. 

Its interest in New York Central con- 
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sists of $21,000,000 of that company’s 
capital stock. There is $300,000,000 out- 
standing, so that Union Pacific’s propor- 
tion of the total is relatively small. Still 
when New York Central increased its 
dividend from 5% to 7%, it made a dif- 
ference to Union Pacific of $420,000 per 
annum, 

Union Pacific also has in its treasury 
vood-sized blocks of Baltimore & Ohio 
Chicago, Northwest- 
ern and St. Paul. 


cluding these government bonds the net 
working: capital is about $55,000,000. 
Many of its other investments could also 
be realized upon, so that the Union Pa- 
ctfic’s liquid position is unparalleled among 
large railroad companies. 


Income from Investments 


Although not in name, the Union Pa- 
cific is in actual fact a railroad without 


was $17,513,500. Jt was just a little more 
than sufficient to pay all fixed charges, 
including interest on its bonds, rents and 
other charges. Thus with a funded debt 
of $413,586,000, we can say, paradoxical 
as it may seem, that from the stockhold- 
er’s standpoint there is really no bonded 
debt. ; 
Not one dollar of the revenues derived 
from its own operations were required for 
interest charges. 
The entire net in- 





Its investment in 
Chicago & Alton 
vas very large, con- 
isting of $8,417,000 
of 6% bonds and 
$10,344,000 of its 
preferred stock. The 
bonds are still car- 
ried among its as- 
sets, but last year 
the stock was writ- 
ten off as a com- 
plete loss. This has 
been one of Union 
Pacific’s few unfor- 
tunate ventures. 
Besides these out- 
side holdings there 
are large sums in- 
vested in affliated 
companies. The 
largest is that in tificates 
the Pacific Fruit 
Express, 50% of 
whose stock it owns. 
This company owns 
the refrigerator cars 
in which the fruit 
grown in Califor- 
nia is transported. 
has $24,000,000 
of stock outstand- 
ing and in 1923 paid 
$8,400,000 in divi- 
dends, one half of 
which found its way 
into the Union Pa- 
cific’s treasury. 


Company 


Common 
Preferred 


Illinois Central: 
Common 
d 


N. Y. Central 


Common 


Bonds Held 


The Union Pa- 
ciie is a larger 
holder of bonds 
than of stocks. On 
December 31, 1923, 
t was the owner of 
$15,777,000 notes 
and equipment trust 
certificates of affil- 
iated companies, and 
$91,858,000 in other 
. 





mpanies. These 
vestments are very 
widely distributed. 





SECURITIES OWNED IN NON. 
AFFILIATED COMPANIES 


Baltimore & Ohio: 


Total Affiliated Companies 
Total Non-Affiliated Companies 


GRAND TOTAL 


1923 Income from Investments 
1923 Interest on Funded Debt 


* Years ending June 30th. 


Investments of Union Pacific System 


(December 31, 1923) 


Par Value 


Company 


Pacific Fruit Express...... 
St. Joseph & Gr. I. Ry.: 


Common 


i 
7) 


Union Pac. Coal Co.. 


Misc. Stocks 


Bonds, Notes and Equip- 
; t ot ment Trust Certificates... 
Railroad Securities Co.: 


(aS a 
Misc. R. R. Bonds........ 
U. S. Liberty Bonds & Cer- 


38,310,000 


$195,256,000 


Funded debt interest and other fixed charges more than covered by interest and 
dividends on investments. 


UNION PACIFIC EARNINGS RECORD 


Earnings 
per share 


$14.19 
10.99 
17.64 
16.89 
18.64 
17.19 
14.52 
12.29 
12.75 
16.17 
16.00 


+ Estimated. 


SECURITIES OWNED 
AFFILIATED COMPANIES 


$49,905,000 
195,256,000 


$245,161,000 


$17,513,000 
17,251,000 


This is a little better than the average record. 


come from trans- 
portation is avail- 
able for the com- 
pany’s_ preferred 
and common stocks. 
In this respect the 
Union Pacific occu- 
pies a unique posi- 
tion among railroad 
companies. 


IN 


Par Value 


$12,000,000 


4,572,000 
5,361,000 
3,436,000 
5,000,000 
3,759,000 


Dividend Record 


The dividend on 
Union Pacific pre- 
ferred is covered by 
such a wide mar- 
gin of safety that 
this issue is one of 
the highest-grade 
investments. Income 
is normally ten 
times the amount 
required to pay 4% 
on the slightly less 
than $100,000,000 
par value of pre- 
ferred outstanding. 
It is currently sell- 
ing at 75.at which 
price the yield is 
5.40%. Fluctuations 
in the price are the 
result of variations 
in the general level 
of interest rates 
rather than any 
change in the road's 
earnings. 

The Union Pacific 
has the distinction 
of paying the high- 
est dividend rate on 
its common § stock 
of any large rail- 
road company in 
the United States. 
The Canadian Pa- 
cific is the only 
other road of any 
size that pays as 
much as $10 per 
share. The Union 
Pacific has main- 
tained this rate 
since 1917. With the 


15,777,000 


$49,905,000 


Dividends 
Paid 


$12.00 
8.00 
8.00 
11.50 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 








Among them are 
obligations of most 
of the importantrailroads of the country 

The company also owned on that date 
United States Liberty Bonds and Trea- 
sury Certificates amounting to $38,310,000. 
The latter are not included on its balance 
sheet as current assets, but can be con- 
verted into cash at a moment’s notice and 
as a practical matter should be so re- 
garded. This places the company in an 
extremely strong current position, for in- 
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fixed charges. Ordinarily a railroad stock- 
holder can figure that at least 10% of 
the gross revenues which his property 
takes in must be used to pay bondholders. 
When he considers that almost 85% of 
gross revenues are needed for operating 
expenses and taxes the surplus available 
for him is not very large. The Union Pa- 
cific presents a totally different position. 

In 1923, its income from investments 


exception of the 

years 1915 and 1916 this dividend has 
been paid in every year since 1907, This 
record shows the great stability of the 
company’s earnings and the liberal divi- 
dend policy its management has followed. 
As explained before, the main reason 
for Union Pacific’s ability to keep up pay- 
ments at this high rate is the income from 
the lucrative investments that it holds. 

(Please turn to page 650) 
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hat the News Mean 


~ Timely and plain- spoken interpretations of the 
important financial happenings of the day ~ 








OR the last sixty days stocks have advanced almost uninterruptedly. The market is now higher on 
average than at any time since 1919. Why? There are a number of reasons. To attempt to answer 
the question by the vague statement that the “big interests” are putting up the market to elect Coolidge 

is not only to beg the question but also to show an ignorance of the factors which control security price move- 
ments. There can never be a sustained and broad upward movement in stocks unless that movement is 
based upon sound, constructive economic factors. The so-called “big interests” can and do at times exert 
an influence upon economic factors but they cannot make nor control them. Among the chief reasons why 
the market is advancing are the following: a general belief that the next President, whether it be Davis 
or Coolidge, will do nothing to disturb the business structure, prospects for an early settlement of Eu- 
ropean difficulties, the great “come-back” in agriculture and the prospects for long continued agricultural 
prosperity, revival in business, the renaissance of the railroads and last but not least the great supply of 


cheap money. 


ON the front page of a daily 

financial publication there 
recently appeared an interview 
with George F. Baker, head 
of the First National Bank, 
which quotes Mr. Baker as 
saying: 

“I knew nothing about the 
proposed railway consolidation 
between Nickel Plate, Erie and 
Pere Marquette until you told 
me. I have no appointment to 
meet the Van Sweringens be- 
cause I know nothing about 
the situation, having been away 
two months in the woods. I am 
in favor of certain railroad 
consolidations because they 
would be beneficial to the coun- 
try by cutting down overhead.” 

The interview was on a 
Tuesday. The next day Baker 
and the Van Sweringens got 
together and the article which 
gave the Baker interview from 








It is reported that German 
steel interests are selling light 
rails and bars at a price under 
the domestic price delivered at 
New York. On face, this seems 
@ very important development 
but upon analysis it is learned 
that German ability to manu- 
facture and ship steel to U. S. 
markets is limited to compar- 
atively small volume and that 
in any case it only affects pro- 
ducers near the Eastern sea- 
board. This would mean Beth- 
lehem and several minor com- 
companies but even here the 
imports of German steel would 
probably not affect even as 
much as one per cent of the 
business done by these com- 
panies. The Steel Corporation 
itself is mot touched in the 
slightest by this development. 
We are not in danger of losing 
business to foreign steel manu- 
facturers. In fact, our steel 
exports are and have been for 
years in excess of imports. 
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which the excerpt is quoted 
above, bore the caption: “G. F. 
Baker and the Van Sweringens 
Confer.” 

Simply another case of the 
“technical denial.” We _ sur- 
mise that if Mr. Baker had 
really said what was in his 
mind his remarks would have 
run something like this: 

“The Van Sweringens are 
handling the merger matter 
and as I have been away for 
a couple of months I don’t 
want to say anything until I 
hear from them and get first 
hand the latest developments. 
Naturally it will be necessary 
to obtain my consent and co- 
operation to put Erie into their 
merger as I am the largest in- 
dividual stockholder and they 
can do nothing without me. 
While I have no actual ap- 
pointment I expect them to 
come to see me shortly when 
we will get down to business. 
I am in favor of consolidations 
because I think they are eco- 
nomically sound, but the matter 
of price, i. e., the basis of ex- 
change of consolidation secu- 
rities for Erie securities, is of 
paramount importance and the 
merger cannot be accomplished 
until that matter is settled.” 

Just why Mr. Baker couldn’t 
have made a frank statement 
of the situation instead of the 
meaningless and evasive re- 
marks with which he is cred- 
ited, is difficult to understand. 
Perhaps it is because George 
F. Baker belongs to the old 
school, yearly growing less, 
fortunately, which believes 
that words are made to conceal 
thought, and does not care to 
learn new methods. 


"THERE are some who pro- 
fess to be able to read be- 
tween the lines in the recent 
report that the American 


Refining Company 
has sold the balance of its 
holdings of Great Western 
Sugar Company stock. Last 
year American Sugar Refining 
sold 88,200 shares of this stock 
issue which it had previously 
bought supposedly for perma- 
nent investment and the bal- 
ance of its holdings were given 
at 105,984 shares. At current 
market prices this last disposal 
should add at least 10 milllion 
dollars cash to the company’s 
treasury, but will of course re- 
duce the value of its fixed 
assets to a like extent. It is 
said that the company needs 
this additional cash for the 
proper conduct of its business. 

While on the surface the 
company’s balance sheet does 
not indicate a need of cash at 
this time, the continued sale 
of a valuable asset certainly is 
a matter of importance. As a 
usual thing such action is to 
be considered as an unfavor- 
able omen. 


Sugar 


I‘ another part of this issue 

of THE MAGAZINE oF WALL 
Srreet, the reader will find an 
analysis of conditions in the 
fertilizer industry, in which 
reference is made to the cur- 
rent low prices for fertilizer. 
It is also mentioned in the 
same article that low prices 
constitute the most unsatisfac- 
tory condition existing in the 
industry. Thus, the fact should 
be doubly significant that manu- 
facturers in the Baltimore 
district have just announced a 
$10 per ton increase on acid 
phosphate and fertilizers, this 
being the first of such increases 
in the last three years. More 
increases are expected to fol- 
low. 

It would seem to indicate 
that the industry has at last 
turned the corner and is headed 


towards better things including 
a wider profit margin. 


ETWEEN undervaluing of 

corporate assets and over- 
valuing there can be no ques- 
tion as to which is the less 
evil. Perhaps  undervaluing 
would not be classed by the 
harsh word “evil” by a stock- 
holder who woke up one day 
and found his securities worth 
far more than he thought for 
his feelings would be like those 
of one who finds an unexpect- 
edly heavy bank balance to his 
credit. 

Through its very liberal de- 
preciation policy the United 
Fruit Company’s balance 
sheet does not give any basis, 
apparently, for the high pric« 
at which the company’s stock 
sells. The company follows 
the policy of writing 15% off 
the value of its ships each 








The Federal Reserve warning 
to the effect that the battle is on 
between the dollar and _ the 
pound sterling for the financial 
supremacy of the world is 
timely. The question is whether 
we are to be supreme financially 
speaking or revert to the status 
of an adjunct of London. Who 
will be the world’s bankers 
when the inevitable demand sets 
in for international loans? When 
it is considered that the bank- 
ing center of the world will con- 
trol a good deal of the world’s 
trade, the battle between the 
dollar and pound sterling be- 
comes of great significance. 
Fortunately, our bankers are 
alive to the situation as wit- 
nessed by the Federal Reserve 
pronouncement and we are not 
likely to lose without exerting 
the fullest effort to avoid such a 
situation. We were in fact neve 
more favorably placed to secure 
our share of the world’s trade. 
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DAWES— 


Author of plan which has 

een adopted as basis of 

cconomic overhauling of 
Germany 


,car so that at the end of seven 
ars a ship stands on the 
ks at $1 and may at the 
me time have a real value of 
veral hundreds of thousands. 
he same liberal depreciation 
licy is followed in connection 
th other fixed assets. But 
king at the matter from the 
int of view of reported 
sets over liabilities it appears 

tat the stock sells in the open 
irket at a fantastically high 
ure. To a stockholder thor- 
ghly conversant with the 
mpany’s affairs this seeming 
ystery is perhaps no mystery 
all. But it is very likely to 
zzle and mislead a prospec- 

tve investor. After all the 
ie function of a_ balance 
eet is to reveal and not con- 
al. 


}H{ OLDING companies re- 
ports, too, often conceal 
rather than reveal. The Amer- 
an Window Glass Machine 
‘ompany, for. example, is a 
ise in point. The stock of 
is company is listed on the 
ittsburgh Stock Exchange. 
hrough patents, which it 
ses to its subsidiary operat- 
g company on a royalty basis, 
e subsidiary company does a 
ry large business. Income 
om the royalities received by 
e holding company is swffi- 
nt to justify 6% regular 
vidends and 1% quarterly 
tra dividends, or at the rate 
10% per annum. A true 
ture of the holding company, 
wever, can only be obtained 
conjunction with a picture 
the operating company. 
rnings of the latter are 
tivalent to about $20 a share 
the common stock of the 
ding company. Why then 
the stock of the holding 
npany, paying 10% and with 
y large equities in the earn- 
s of the operating company, 
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selling as low as 87? Is it 
because the present building 
boom is regarded as transitory 
or because the stock of the 
holding company is not yet 
considered a seasoned invest- 
ment Obviously the stock of 
the holding company is too 
high or too low at current 
prices. Balance sheets do not 
afford the answer. The in- 
vestor must delve deeper. 


NVESTORS sometimes 

make the mistake of laying 
too great emphasis on current 
earnings. A case in point is 
Rock Island whose earnings 
so far this year have been 
rather poor, yet the various 
issues of the road have ad- 
vanced sharply. Obviously, 
they have not advanced on the 
earnings situation even though 
some improvement there may 
be expected before the end of 
the year. The fact seems to 
be that a merger is in prospect 
between Rock Island and 
Southern Pacific and this is 
laying the basis for speculative 
activity in these stocks. It 
looks as if the merger will be 
completed within a half year 
or in the early part of 1925. 


HE volume of traffic han- 

dled by the railroads in the 
week ended July 19th was 
greater than in any of the 19 
preceding weeks. Despite this 
improvement car loadings are 
still running approximately 
10% under the 1923 figures. 
Car loadings last year, how- 
ever, were unusually heavy and 
this years figures are well 
above the average. It now ap- 
pears that for the full 1924 
year railroad traffic will be less 


than 10% under the 1923 fig- 
ure, and in view of the in- 
creased operating efficiency of 
the railroads due to heavy ex- 
penditures made last year, a 
decline of not more than 10% 
in gross will permit a satisfac- 
tory showing in net. 
RECENT reports from au- 
tomobile centers are to 
the effect that improvement is 
beginning to be noticed in sales 
of automobiles in farming 
communities. This is undoubt- 
edly a reflection of the higher 
prices now prevailing for farm 
products. The increased buy- 
ing power of the farmer is also 
being reflected in the very sat- 
isfactory business now being 
reported by the mail-order 
houses. The sale of automo- 
biles to farming communities 
in the past three years has not 
increased to nearly as great an 
extent as in the larger, centers 
of population, and now that the 
farmer is in more prosperous 
condition, it is probable that 
the demand for automobiles 
from this source will be very 
appreciably augmented. 


Perhaps stockholders of 
Daniel Boone Woolen Mills, 
a comparatively newcomer to 
the New York Stock Exchange, 
will be content to accept the 
explanation of the company’s 
president that the break of 
seven points in one day was 
“merely a bear raid” or the 
published statement of the 
chairman of the board of di- 
rectors that “its selling price” 
(of the common stock) has 
nothing to do with the finan- 
cial condition of the company 
or its business future. 
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Taking a tlyer in wheat 














HERRIOT— 


French Premier, whose mod- 
erate attitude has made it 
possible for the reparations 
problem to be finally solved 


Experience shows, however, 
that selling prices do have 
something to do with financial 
position and future prospects. 
It is fair to assume that the 
current depression in textiles, 
particularly men’s wear, is the 
true seat of the market trou- 
bles of Boone. 

Two years ago American 

Beet Sugar’s bank loans 
totaled over 5 million dollars. 
The company is now free of 
bank loans and has approxi- 
mately 3 millions in cash and 
2.5 millions accounts receivable 
and sugar. Whereas the capi- 
talization, consisting of 5 mil- 
lion dollars of preferred and 
15 millions of common, has re- 
mained unchanged for nearly 
a quarter of a century, the 
company’s large acreage in 
California, Colorado and Ne- 
braska has increased many mil- 
lions of dollars in value. This 
increase is not reflected in the 
balance sheet, the property be- 
ing carried at 20 million dol- 
lars for the past fourteen 
years. Earnings this year will 
not be quite as good as those 
of last year, because of the 
slump in the price of granu- 
lated. But the chances are 
that the $4 dividend on the 
common stock will be earned 
with a substantial surplus to 
spare. 


REPORTS from the impor- 

tant lumber-producing dis- 
tricts indicate that there is a 
steadily broadening demand 
with a firming price basis. In 
some cases, there has been a 
decided expansion of demand. 
Lumber, as a basic product, is 
in use in all industries, and the 
revival of interest in this very 
important field may be accept- 
ed as a good barometer of fu- 
ture trade conditions pointing 
to the inevitable general recov- 
ery in business. 
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Five Companies Which Will Share 
Handsomely in Farm Prosperity 


ESIDES affecting the welfare of 

the farmers themselves, any in- 

crease or decrease in their purchas- 
ing power has a very definite effect on 
those industries which are more or less 
dependent upon sales made in agricul- 
tural districts. 

An anlysis shows that the farm ma- 
chinery industry, fertilizer industry, and 
the mail order business are to quite an 
extent responsive to any change in agri- 
cultural conditions, as might be ex- 
pected when it is realized that farmers 
are the important customers in each 
case. All other things equal, an in- 
crease in the purchasing power of the 
farmers means a return of prosperity 
or larger profits to each of these in- 
dustries. 

A series of statistical graphs published 
in another part of this issue of THE 
MAGAZINE OF WALL Street shows that 
the current year’s agricultural outlook 
is better than at any other time since 
1920. The volume of farm crops will 
not be large. In fact it is estimated at 
below the 1913 total, but other factors 
will more than outweigh this phase of 
the situation. The increase in the price 
of farm products and the gradual de- 
cline in general commodity prices dur- 
ing the past few months warrant the be- 
lief that not only will the actual num- 
ber of dollars which the farmers will 
have to spend, be larger than last year, 
but also each of these dollars will buy 


Which Securities in Each Indus- 
try Offer the Best Possibilities? 





industries. 





7 a article analyzes the position of five com- 
panies representing three industries which are in 
a particularly interesting position on account of the 
great improvement in the agricultural situation. The 
analysis has been limited to these companies as their 
securities appear to be in a more favorable position 
than those of other companies engaged in the same 








a greater amount of merchandise. Thus 
the farmers’ purchasing power will be 
considerably increased. The three major 
industries, previously mentioned, may 
reasonably be expected to show a sub- 
stantial increase in domestic sales, par- 
ticularly around harvest time. 

This does not necessarily mean, how- 
ever, that earnings will increase to the 
same extent; many other factors must 
be taken into consideration, such as 
manufacturing and selling costs, and the 
volume of exports. Each industry and 
each company within each industry has 
its own peculiar problem and its. pros- 
pects are dependent on conditions Which 
must be considered separately in each 
instance, as has been done in the ac- 
companying analyses. 





Outlook for Farm Machinery Companies 


at but 50% of capacity for the entire in- 
dustry, with May sales for domestic ac- 


THE depression that has existed in 
this industry for the past few years 
seems to be nearing its end. This does 
not mean that the current year’s pros- 
pects are unusually favorable. It is 
doubtful if final results for 1924 will be 
much more satisfactory than those for 
last year; but looking into the more 
distant future it may be said that many 
signs offer reason for encouragement. 
Manufacturers are favored with de- 
clining costs and a fair margin of profit, 
the.one matter of concern being a small 
sales volume. This is due to a small 
volume of domestic business, though 
exports have shown a steady increase 
for the first half of the current year. 
The present operating rate is estimated 
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count about 10% under the total for 
May of last year. 

While this drop in domestic business 
is not expected to continue it will do 
much to hold earnings at low levels for 
1924. From now to the end of the year 
and through 1925, however, there should 
be a steady increase in farm machinery 
sales, due to the fact that farmers are 
just beginning to realize on the higher 
prices for their products and their in- 
creased purchasing power. After limited 
buying for a period of over three years 
it- is reasonable to believe that the 
farmers’ need for equipment is of un- 
usually large proportions and will have 


to be filled shortly as a matter of neces 
sity. Exports are also expected to show 
a continued increase, which will do 
much to bring total sales volume up to 
normal. Altogether, it would appear 
that farm machinery manufacturers 
have reason to expect a decided benefit 
from the recent change in agricultural 
conditions. 


INTERNATIONAL HARVESTER 
COMPANY 


Within the last month or so, the com 
mon shares of the International Har 
vester Company have been consistently 
advancing in market price and are now 
quoted at just under par, the high for 
the year. Although earnings for 1924 
are not likely to be much larger than 
those for the previous twelve month 
period, the action of the stock indicates 
that investors appreciate its long-pul! 
possibilities. The company is in a very 
strong financial condition as can be seen 
from the accompanying table and wil! 
be able to take full advantage of any 
improvement in domestic demand for 
farm equipment. As nearly one-half of 
total sales are made abroad, the increase 
in exports indicates that International 
Harvester is doing well in this quarter 

At present prices around 95, the yield 
on the common stock is 5.2% which is 
not at all large, even considering the 
investment character of the issue. Fur- 
thermore, there is no hope of an early 
increase in the present $5 dividend rate. 
The issue, however, is in process of 
discounting its long-pull prospects 
which are far better than for a num- 
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ber of years, and it is consequently 
still in an attractive position. 


J. I. CASE THRESHING 


The directors of the J. I. Case Thresh- 
ing Machine Company passed the 
the quarterly dividend on the 7% cumu- 
lative preferred stock issue which was 
due April 1 last, and accumulations now 
amount to $3.50 per share. It is now 
quoted around 58 which represents a 
decline from 77 during February of this 
ir 
Lower prices for the preferred stock 
have undoubtedly resulted from un- 
favorable dividend action rather than 
any marked decrease in earnings. Profits 
for the current year are expected to be 
in excess of those for 1923, and with 
even a fair revival in the industry next 
year, this company should have no diffi- 
culty in earning the preferred require- 
ment by an ample margin. 

‘here is no funded debt and bank 


Vv 


_ 


loans of approximately five millions are 
not of such proportions as to cause 
trouble. Cash account as of Dec. 1, 
1923, showed but $819,000 which no 
doubt explains the passing of the divi- 
dend on the preferred, but bills receiv- 
able of 7.3 millions should provide the 
company with sufficient cash with which 
to conduct its affairs until a revival has 
taken place. 

The past record of this organization 
over a long period of years has been 
very favorable, with the exception of 
the recent depression. It should have 
no difficulty in ultimately regaining its 
old earning power, and at a price of 58 
the preferred stock is an outstanding 
bargain. The common stock is quoted 
at 29 which would appear to be a little 
high in comparison with the preferred, 
but it would probably advance with a 
rise in the preferred. As stated, the 
latter is in reality the more attractive 
from the investor’s viewpoint. 





The Mail-Order Houses 


[ ASMUCH as the mail order busi- 

ness is nowin a comparatively healthy 
condition, the most that can be expected 
as a result of the farmers’ increased 
purchasing power is a further gain in 
Figures available for the first 
six months of the current year show 
that the two large mail order houses 
made rather diverse showings for the 
period. Sears-Roebuck reported a 1.8% 
decrease as compared with the same 


sales 


period of last year, but Montgomery 
Ward sales gained 17.5%. 

As the most important period of the 
year so far as this industry is concerned 
is the fall months or harvest time, a 
good increase in sales between now and 
the end of the year will go a long way 
towards providing a healthy gain in 
sales for the entire twelve months’ pe- 
riod. It is likely that this increase will 
take place, due to the change in agri- 


cultural conditions already outlined. 
The improvement in the condition of 
the wheat farmers will mean a great 
deal, since the volume of buying from 
the wheat belt has been less favorable 
than from any other section of the 
country. 

Profits for 1924 will be satisfactory, 
although there have been reductions in 
retail prices. The lower trend of whole- 
sale prices has proved an offsetting 
factor. Unless something unforeseen 
occurs in the meantime, the mail order 
business should be very prosperous 
during the coming year. 


SEARS-ROEBUCK & CO. 


As previously stated, Sears-Roebuck 
& Co. reported a 1.8% decrease in sales 
for the first six months of the year 
compared with the same period of 1923. 
Margin of profit is understood to have 
been a great deal higher, however, due 
to the improvement in the company’s 
financial position during the past two 
years. At the close of 1922, funded 
debt amounted to 16.9 millions and this 
debt has since been paid off out of 
earnings with a very small increase in 
bank loans. The consequent reduction 
in interest charges means that the com- 
pany can increase its earnings per share 
on the common stock even without a 
gain in net income. 

The $6 dividend rate on the junior 
share, which was resumed in June after 
a lapse of three and one-half years, is 
not likely to be increased at an early 
date. The return at present prices 

(Please turn to page 655) 








Farm Machinery Companies— 
International Harvester Co 





Mail Order Companies— 
| Sears, Roebuck & Co 
| Montgomery Ward & Co., In 


| Fertilizer Companies— 


J. I. Case Threshing Machine Co. (a).. 


Cc 


American Agricultural Chemical Co. (a) 


on Agricultural Conditions 


1923 
$6.10 
4.90 


1920 
$14.35 
14.90 


1921 1922 


11.53 
4.40 


18.60 


a All figures refer to preferred stock issues. 


Table 1—Comparison of Earnings and Market Position of Five Companies Dependent 


Earned Per Share on Common—_,, 


Recent 
Price 
95 


58 


Price Range of Common 
1923 1924 
98 66 97 
85 65 77 


1924* 
$9.00 
6.00 


78 
40 


104 
34 


106 
36 


65 


18 


13.00 
6.00 


92 
26 





3.50 68 28 49 41 








ee 
| *Estimated. 
| 
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Farm Machinery Companies— 
International Harvester Co 


| 


Mail Order Companies— 
Sears, Roebuck & Co 
Montgomery Ward & Co., 


Fertilizer Companies— 


J. I. Case Threshing Machine Co............ 


American Agricultural Chemical Co 





ditions (as of Dec. 1, 1923) 


Funded Debt 


17,948,000 
8,532,000 


Table 2—Financial Condition of Five Companies Dependent on Agricultural Con- 


Current Liabilities Current Assets 


$21,103,000 $164,499,000 
5,875,000 


3,239,000 


Working Capital 
$143,396,000 


20,355,000 14,479,000 


65,967 ,000 
24,070,000 


83,916,000 
32,603,000 


39,881,000 36,642,000 
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Nine Preferred Stock Opportunities 


A Favorable Situation Which Should 
Be Taken Advantage of by Investors 


MACK 
TRUCK 
Ist PFD. 


Mack Truck has so greatly 
increased earning power in 
the past few years that its 
first preferred stock, form- 
erly rated as speculative, is now entitled 
to a high-grade rating. In 1921, the first 
preferred dividend was not’ earned 
whereas in 1922 it was earned five times 
over and in 1923 nine times over. As the 
result of a conservative dividend policy, 
working capital in the past five years has 
doubled and now stands at over 25 mil- 
lions. The first preferred stock is out- 
standing only to the amount of 10.9 mil- 
lions and the company is entirely free 
of funded debt. Net liquid assets alone 
therefore are equivalent to $225 a share 
on the Ist preferred. Additional equity 
behind the Ist preferred consists of real 
estate, etc., valued at 8.7 millions. 

Mack Truck has a highly efficient man- 
agement and is a dominant factor in the 
heavy truck field. Recently, the company 
increased activities to include the manu- 
facture of motor busses and rail cars 
for which there is a rapidly growing de- 
mand. While earnings fluctuate with 
general business conditions, there is every 
reason to believe that over a period of 
years the company will continue to dem- 
onstrate a large earning power. Mack 
Truck Ist preferred stock is selling at 
a considerably lower level than many 
issues no better protected by assets 
and earnings and, as the stock be- 
comes more seasoned, it should ad- 
vance to higher levels. 


U. S. REALTY United States Realty 
CONV. PFD. 7% cumulative pre- 

ferred stock was sold 
to common stockholders at par in 1922, 
in order to provide funds with which to 
retire the company’s funded debt. This 
funded debt has been eliminated and the 
preferred stock has first claim on the 
company’s earnings and assets, except 
real estate mortgages on the property of 
subsidiary companies. Earnings for the 





for purchase. 


year. 


market opportunities occur. 


concerning their status. 





HILE it is true that many preferred stocks have re- 

flected in their price movements the extremely favorable 
market conditions of the past few months, there are still a 
number of good opportunities open to the discerning investor. 
We have indicated nine of these in the accompanying article. 
Investors should not be misled by what may be a temporary 
increase in earning power when considering a preferred stock 
There should be every indication that these 
dividends can be earned with a substantial margin almost any 
It is, however, among preferred stocks which have not 
had an exceptionally good investment record but which have 
a good future ahead of them where sometimes really good 
Generally, issues of this class 
sell lower than others of an approximately similar grade simply 
because the investment public has as yet not made up its mind 
This leads to an opportunity for high 
yields without proportionate risk. Practically all the issues 
listed in this article are of such a nature. 
into High-Grade, Middle-Grade and Speculative Issues. 


They are divided 








past ten years have averaged about 1.5 
million, or more than two and a half 
times dividend requirements on the 8 mil- 
lion dollars preferred stock now out- 
standing. In the past three years, how- 
ever, earnings of the company have in- 
creased substantially and have averaged 
about five times the preferred dividend. 
Net tangible assets are equivalent to 
over $300 a share and among these assets 
is included some of the most valuable 
real estate in New York City including 
such well known buildings as United 
States Realty, Flatiron, Trinity, White- 
hall, Plaza Hotel and New York Hippo- 
drome. Through ownership of the Geo. 
A. Fuller Construction Company, U. S. 
Realty is one of the largest building and 
construction interests in the country. In 








New York, Chicago & St. Louis......... 
U. S. Realty & Improvement Conv 
Mack Truck 


Bangor & Aroostook 
Famous Players-Lasky 
Am. Water Works & Elec. Ist 


Radio Corp. of America (Par $50) 
Austin Nichols 
California Petroleum Participating 





Nine Attractive Preferred Stocks 


HIGH GRADE 
Dividend 


SPECULATIVE 


Dividend 

Times 

Earned 
Price Yield 1923 
$6 89 
102 


102 6.9 


91 


96 
98 


42 
85 
95 

















addition to being a sound investment 
and attractive at present prices of 102, 
yielding 6.9%, this preferred stock 
also has possibilities of material en- 
hancement in value as it is convertible 
into common stock, share for share. 
The common stock is now paying 8% 
and, as earnings for the past two years 
have averaged 18% on this issue, there 
are possibilities of an increase in the divi- 
dend rate, in which case the convert:ble 
feature in the preferred stock would un- 
doubtedly become valuable. The conver- 
sion privilege expires November Ist, 1°25. 


NEW YORK, 
CHICAGO 

& ST. LOUIS 
6% PFD. 


New York, Chicago & 
St. Louis is controlled 
by the Van Swerin- 
gens of Cleveland and 
is the nucleus of wiat 
promises to become one of the largest 
railroad systems in the country. “he 
Toledo, St. Louis & Western has alre:dy 
been merged and it is expected tliat 
Chesapeake & Ohio will be taken over in 
the near future and possibly the Erie and 
Pere Marquette. Since the new interests 
assumed control of this road, income /:as 
been greatly in excess of preferred divi- 
dend requirements. In 1922, net after all 
charges available for dividend was 5.3 
millions and last year 6.3 millions, equal 
to 21% and 25%, respectively on the pre- 
ferred stock. Although this preferred 
issue is already in a very strong position 
with the contemplated mergers consum- 
mated, its investment position will n- 
doubtedly be still further strengthened. 
The stock is selling out of line with 
the market for similar grade issues 
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BANGOR 
& AROO- 
sTOOK 
7% PFD. 


This road operates 625 
miles of main line from 
Tidewater on Penobscot 
Bay, Maine, to the Cana- 
dian border, connecting with 
the Maine Central and Canadian Govern- 
mert Railways. It serves some of the 
richst lumber and agricultural districts 
‘ew England as well as large paper 
Earnings available for dividends 
g the past seven years have aver- 
$525,000 as against dividend re- 
ments on the preferred stock of 
000 per annum. Dividends on the 
non stock has been paid during the 
nineteen years. The management is 
con-idered unusually capable, Bangor & 
\roostook being one of the few roads 
of ‘he country that has been successful 
in «employing non-union locomotive engi- 
and firemen. No difficulty was ex- 
peri nced during the shopmen’s strike a 
few years ago. The preferred stock is 
a sound investment and attractive at 
present prices. 


FAMOUS Famous Players Lasky 8% 
PLAYERS preferred stock is selling 
8% PFD. far out of line with the 
earning power of the com- 
pany and the value of its assets. The 
explanation for the low price of the pre- 
ferred compared with other issues un- 
l\tedly lies in the nature of the com- 
pany s business, the production and dis- 
ion of moving pictures, which is 
cons dered a highly speculative industry. 
Vhile this is true to a certain extent, the 
Famous Players Company is one of the 
dominating factors in this industry con- 
trolling both the production and distribu- 
tion of its pictures. It owns over 400 
theatres throughout the country and the 
company’s interest in these theatres alone 
represents a substantial equity for the 
prel-rred stock, particularly as the com- 
pany is free of funded debt. Since in- 
corp ration in 1916, earnings have aver- 
age’ approximately six times the pre- 
ferred dividend requirements. Working 
il as of December 29th, 1923, was 
13 snillions against 8.9 millions preferred 
stoc: outstanding. The preferred stock 
is c nvertible into common stock at 120. 
The conversion privilege is not _par- 
ticu'arly valuable at this time with 
the common stock selling in the 
eighties but at present levels of 96, 
the return on the preferred is 8.3% 
which is an unusually attractive yield 
- Considering the strong position of this 
issue. 
AM oR. 
WATER 
WORKS 
Ist PFD. 


mil 
dur 
age 
qui 
$24 
con 


pas 


nec 
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While up to 1922 this com- 
pany’s earnings averaged 
only slightly in excess of 
preferred dividend require- 
ments, in the past two years 
earnngs on the preferred shares have 
very substantial. In 1922, 29% was 
earn d on the preferred, in 1923, 39%, 
and earnings this year will be even 
American Water Works & Elec- 
the largest owner of privately 
ted water works in the country, 
g 27 cities throughout the south- 
It also furnishes electric light, 
and traction services in important 
(Please turn to page 652) 
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Advances in Many Preferred Stocks 


THE preferred share market was strong 
throughout in all departments and 
there were very substantial advances in a 
number of issues such as American 
Woolen, Sears, Roebuck & Company, 
American Sugar Refining, Armour & Co. 
of Delaware, Allis Chalmers, Austin, 
Nichols & Co., Public Service of New Jer- 
sey, Worthington Pump and Pure Oil. 
Investors, as anticipated, are turning at- 
tention to the opportunities presented for 
profit and income in preferred stocks. 
Railroad preferred issues were in de- 
mand, with Pere Marquette preferred up 
over 6 points. The outlook for a number 


of railroads warrants favorable consider- 
ation of the speculative preferred shares. 
As the issues carried in the semi-specula- 
tive investment class have advanced so 
that the return is now under 7%, we are 
incorporating in the guide a speculative 
division. The issues heretofore carried 
have not yet discounted their possibilities, 
but, from the profit standpoint, we be- 
lieve the more speculative stocks shown 
will prove more profitable, as they have 
not, to the same extent, discounted the 
possibilities as the issues heretofore car- 
ried under the semi-speculative invest- 
ment heading. 








INDUSTRIALS: 
American Ice Company 


Mack Trucks, Inc., Ist.. 
General Motors Corp. deb. 
American Woolen Co. 
Ciuett-Peabody & Co... 
Loose-Wiles Biscuit Co. 1 
Studebaker Corporation .. 
Ameiican Can Co. 

Baldwin Locomotive Works..... 
Endicott-Johnson Corp. 


PUBLIC UTILITIES: 
| te American Co. 
hiladel 


RAILROADS: 





New York, Chicago & St. Louis........ 
Chesapeake & Ohio conv... ( 


INDUSTRIALS: 
Bush Terminal Buildings Co..... 
Coca-Cola Co, . ° 
American Sugar Refining Co.. 
Brown Shoe C 
Bethiehem Steel Corp. conv..........- 
Cuban-American Sugar Co........ cove. 
California Petroleum partic. pid. . 
American Smelting & Ref. Co 
American Steel Foundries. .... ccccecee ( 
Gimbel Brothers, Inc... 
U. S. Industrial Li -/ ia 
Armour & Co., of Del 
Allis-Chalmers ‘Mig 
Associated Dry Goods Co. Ist 
Genl. American Tank Car Co.......... 
Natl. Cloak & Suit Co 


PUBLIC UTILITIES: 
Amer. W. Wks. & Elec. Corp. at wescee 
Metropolitan Edison . ( 
Public Service of N. J....scccceceeess> 


RAILROADS: 
Baltimore & Ohio... ..ceececseceesss 
Bangor & Aroostook. ° 
Colorado & th ist pid. 
Pittsburgh & W 

Radio Corp. of , AD Ist pfd 


OP L Pf 


INDUSTRIALS: 
Famous Players-Lasky Corp.......... 
Pure Oil Co. conv, pid....... eeccccees 
American Beet Sugar Co.. 
National Deparement Stores. . 
Fisher Body Co ‘2 Ohio 
Austin, Nichols 
Worthington aay % Mfg. 
Orpheum Circuit ... 
J. Ragess @ Co. ccocccccccccocccccces 


PUBLIC UTILITIES: 
Amer. Water Wks. & Elec. 2d pid 


RAILROADS: 
Chicago Rock Island & Pac.. 
Chicago Rock Island & Pac.. 
Gulf, EMobile & 
Western Pacific 
(c.) Cumulative. (n.c.) Non-cumulative 
(w) Average for last two years. 
$x) Average for last three years. 
y) Average for last four years. 


(z) Stock was issued this years. 
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PREFERRED STOCK GUIDE 
(LISTED IN ORDER OF PREFERENCE) 


These Stocks Are Selected as Offering Best Opportunities in Their Respective Classes, 
_—s Into Consideration Assets, Earnings and Financial Condition of the Companies 


Sound Investments 


- (m.c.)... 
United States Realty & Improvem't Co. (c.)... 
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Middle-Grade Investments 


Semi-Speculative Investments 
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* Based on average earnings during past six 
years, 

t Average number times earned last 
years. 
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American Woolen Company 





THE DECLINE IN AMERICAN WOOLEN’S EARNINGS 
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Is the Woolen |: 
Leader Still in | : 
Trouble? 


DOLLARS 

PER 
A Glimpse of the Financial 
Position—Trend of Earnings 
and Market Outlook for Stock 


STOCK RANGE 
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MERICAN WOOLEN is, as every- 
A one knows, a big producer of woolen 

goods. The textile industry as a 
whole was one of the first to feel the cur- 
rent business depression. As long ago as 
the middle of 1923 the business of Ameri- 
can Woolen Company began to fall off. 
The first six months of that year were 
excellent, the second six months were 
relatively poor. 

Not longer ago than last June, Presi- 
dent Wood was quoted as saying that 
present earnings were negligible with 
mills running at only 61% of capacity. 
He added that the company had ac- 
cumulated a surplus sufficient to carry 
the dividends. In the middle of July, 
a Vice-President of the company was 
quoted as saying that the business sea- 
son all around was about a month late. 
He pointed out that American Woolen 
was strong in cash resources and that 
ultimate consumption continues to de- 
plete stocks of cloth in the retailers’ 
hands. There was nothing direct, how- 
ever, on the subject of earnings. 

Recently the raw woolen market has 
strengthened materially, and it is pre- 
dicted that leading consumers expect 
real improvement in the fall. It must 
be admitted that evidence upon which 
to base an opinion on American 
Woolen’s current position is by no 
means as complete as might be hoped, 
but such as it is, the conclusion may 
reasonably be drawn that since January 
1 the company has not been making 
much money and is counting heavily 
upon the materialization of a business 
recovery during the coming fall. 

At the end of 1923, inventories stood 
at fifty-six million dollars, substantially 
higher than at the end of any year of 
the past seven, with the exception of 
1919, when the total was fifty-three mil- 
lions. At the end of 1923, notes payable 
were almost ten million dollars—a rea- 
sonably large total, but of course not 
as large as the total at the end of 1919, 
following the short business boom of 
that year. 

It is not reasonable to suppose that 
inventory position has materially de- 
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creased since the end of last year. 
Trade has been slow and there is a ten- 
dency among retailers and jobbers to 
make manufacturers carry the supplies. 
In other words, there is not as much 
forward buying as there used to be. In 
one way, this condition, while it may 
temporarily work to the disadvantage of 
the manufacturer, makes the inventory 
position, if it is large, not as serious as 
when dealers and jobbers are well 
stocked ahead. It is not believed that 
retailers have done much toward antici- 
pating a more active than usual fall 
business. Therefore, any decided re- 
vival may quickly affect the inventory 
position of a company like Woolen. 

The company has not had a big earn- 
ings year since 1919. According to one 
interpretation, American Woolen set 
aside over four million dollars from 
earnings last year and put it into re- 
serves. If this interpretation be ac- 
cepted, then earnings in 1923 were al- 
most $19 per share on the common 
stock. If the interpretation be not ac- 
cepted, then earnings were $8.85 per 
share. In the four years ended De- 
cember 31, 1923, protection given to the 
common dividend of seven dollars after 
deduction of reserves, etc., has been 
scant and this record is probably one 
of the reasons for the lack of the kind 
of interest in the stock which leads to 
semi-investment buying, or to the kind 
of buying that takes stock out of the 
market for a good period. 

There is no doubt that American 
Woolen has spent substantially upon 
rehabilitation of property during the 
past five years, and there is no reason 
to doubt the efficiency of the mills or 
to think that their physical condition is 
not all it should be. In 1920, the com- 
pany sold twenty million dollars of 
common stock and in 1923, sold ten 
million dollars preferred stock. In ad- 
dition, two subsidiary mill companies 
together have eleven million dollars in 
gold notes; one issue maturing in 1931 
and the other in 1933. Here is some- 
thing over forty million dollars raised 
in the last four years, presumably for 


a 


physical improvements and expansion. 

The picture presented by American 
Woolen includes an ufusual trade de- 
pression, relatively high inventory po- 
sition, sizable bank loans and an im- 
paired earning power. For almost a 
year, every time that American Woolen 
has declared the quarterly dividend 
upon the common stock, predictions 
have been made that the “next time” 
the dividend would be reduced or sus- 
pended. As the “next time” has come 
around, the regular dividend has been 
declared. 

American Woolen’s position is not a 
question of asset value, physical ef- 
ficiency, management, or labor, but a 
question of earning power created by 
conditions over which the management 
has had limited control at best. The 
worst part of the trade depression ap- 
pears to be over. Raw woolen prices 
are advancing, dealers’ stocks of finished 
goods are not high and business in the 
fall of 1924 ought to be better for the 
company than business in the fall of 
1923. Probably inventory position is 
still rather large, as may be bank loans. 
Cash position at the end of 1923 was 
not weak. 

The company has paid regular divi- 
dends upon the fifty million dollars 7% 
cumulative preferred stock since 1899, 
and it is deserving of a good rating. 

Common stock was hammered down 
to 62 in April of this year, the lowest 
price since 1921. This low was made 
just before the whole market turned 
upward and American Woolen common 
turned with the rest of the industrials. If 
the present strength in woolen prices is 
maintained and retail distribution con- 
tinues as substantially as for the past 
six months, an advance in the common 
stock from the middle 70s would be 
justified. Signs point to business im- 
provement, and on that basis American 
Woolen common is interesting as 4 
purchase to the speculative trader who 
recognizes the risk, but it is not yet 
interesting to the buyer of stocks who 
is buying solely and primarily for safety 
of income return. 
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Studebaker Corporation 


| Can Studebaker Maintain Common 





Dividends? 


The “Four-Wheel Brake” Situation—Finances 
and Earning Power—Stock-Market Position 


LL through 1923 the problem of the 
automobile industry was to main- 
tain production at a rate sufficient 
satisfy sales requirements. At least 
at seemed to be the idea prevalent 


«mong makers of, and dealers in passen- 


cor Cars. 


Exact figures are unavailable, 


but from January first this year it is 


obable that the number of cars in deal- 
;’ hands has been accumulating. 


The question now in the automobile in- 


listry is the successful disposal of cars 


and production schedules. 


hand. Less is heard about production 
Therefore, it 


is likely that from now until the end of 


e year, production will occupy a posi- 


ion secondary to distribution. 


° 


Studebaker last year sold over 145,000 
rs and on that volume of business 


showed profits of $17,700,000 available 
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the common stock, or $122 a car. 
les volume for 1923 applied to the 
sent number of shares of common 


utstanding, shows that one car was sold 


r every thirteen shares. When capitali- 


ation was considerably smaller in 1919 


1 1920, the equivalent ratio was a car 
eleven and twelve shares. This rough 
nparison shows that despite capital in- 
ases, production has not been out- 


stripped, that is production on the 1923 
scale, but the 1923 scale was unprece- 
lented. 


In the first half of 1924, 57,587 cars 


vere sold and net profits were $7,275,000 


round numbers, or about $126 per car. 
is may be rather a crude way of com- 


paring some of the features of Stude- 


ker’s position, but it gives an inkling 
capitalization growth in comparison 


with growth of output, and also indicates 
the trend and range of profit. Studebaker 
has demonstrated the ability to keep pace 
with capitalization. There is no doubt 
about that, and no disposition to criticize 
on that score. It has also shown ample 
earning power in big years like 1923, for 
example. Earnings in the first half of 
1924 were $7,275,000, whereas dividend 
requirements on the common stock were 
$3,750,000. 

While there is little statistical data 
available, the failure of Studebaker to 
adopt a four-wheel brake is regarded by 
some observers of the automobile indus- 
try as one of the reasons for lagging 
sales. Irrespective of the merits of the 
four-wheel brake, it is claimed by those 
who have understood the psychology of 
automobile selling, that this form of 
brake proved to be a big sales argument, 
and Studebaker’s competitors who adopt- 
ed the four-wheel brake have benefited 
at the expense of Studebaker since the 
early fall of 1923. 

Studebaker is now understood to be 
preparing an entirely new line of models 
for the late summer and early fall mar- 
kets. It is not believed that Studebaker 
will adopt the four-wheel brake on these 
models, but in automobile circles some 
decided changes are prophesied. Admit- 
tedly, the relative success or failure of 
these new models will play a large part 
in determining the course of Studebaker 
shares through the rest of the year. It 
is impossible at this stage and from this 
angle to make any prediction about these 
models, but they may be the big topic 
later in the year. 


In the spring of 1924, Studebaker 
changed 750,000 shares of common stock 
of $100 par value to 1,875,000 shares of 
common, having no par value, exchange 
basis being one share of old for 2% 
shares of new. Dividend rate on the new 
shares is $4 equal to $10 on the old shares, 
showing no change from the rate estab- 
lished in 1922. Earnings for the first 
half of 1924 were well above dividend 
requirements. But in the first quarter of 
1923, Studebaker earned almost 40% of 
‘the whole year’s net applicable to the 
common stock, and if earnings follow 
such a proportion for the whole year of 
1924, the $4 dividend on 1,875,000 shares 
of stock is not going to be earned with 
such a margin as in 1923. Studebaker 
is now selling on a better than 10% basis 
and has discounted to a large extent the 
change which has come over the automo- 
bile industry since January first. 

The financial position of the company 
is not quite so good as in the past year 
but sufficiently strong to forbid reason- 
able fears on this score. However, un- 
less there is a marked decline in earn- 
ings, the company will earn its $4 com- 
mon dividend this year with a fairly sat- 
isfactory margin. There is no reason, 
then, why this rate should not be con- 
tinued. While it is granted that there 
are uncertainties in the situation, the 
stock seems to have discounted these 
uncertainties and for a long pull at 
current levels in the middle 30s may 
be considered for speculation by those 
who have funds available for such pur- 
poses. The 7% preferred stock at 113 
to yield over 6% is in a very strong 
investment position. 














Studebaker Corporation’s Record 


Cars Sold 
42,357 
23,864 
39,356 
51,474 
66,643 
110,269 
145,167 


Capital 
$40,965,000 
40,775,000 
55,260,000 
69,800,000 
69,800,000 
84,450,000 
83,600,000 


* Stock changed from $100 par to no par, basis of exchange being 1 of former to 24% of latter. 


Net Income 
$3,500,741 
3,884,195 
9,312,284 
9,822,054 
10,409,690 
18,086,200 
18,342,223 


Sales 
$50,147,500 
52,087,000 
66,383,307 
90,652,360 
96,690,640 
133,178,880 
166,153,680 


Price range no par, common, 38%—30%% to July 29th. 


Earned 
Per Share 
Common 


$7.76 

9.04 
27.20 
15.30 
15.53 
28.35 
23.06 


Price Range Common 
Low 


335% 

33% 

4534 

373 

43% 
I 


79 


126% 

93% 
141% 
126% 
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Hayes Wheel Co. 





World’s Greatest Manufacturer of 
Automobile Wheels 


Is Stock Attractive at Present Prices? 


HE Hayes Wheel Company was 

incorporated in 1908 with a capi- 

talization of 500 shares of stock. 
It was more or less a family affair or- 
ganized by C. B. Hayes. Output was 
81,400 wheels in 1909. In 1923, the 
Hayes Wheel Company produced 1,- 
436,638 sets of wheels. Present capi- 
talization consists of a funded debt of 
1.2 millions preferred stock to the 
amount of 1.8 millions and 197,000 
shares of common stock without par 
value. 

Like so many fast growing American 
industrials, Hayes Wheel from time to 
time capitalized earnings by declaration 
of stock dividends, and is essentially a 
company whose stock values have been 
built upon earning power and not upon 
“hidden equities,” “intrinsic assets” or 
other accounts of similar nature. At 
the same time, there is no evidence to 
show that the growth has been reckless 
or that the expansion policy has been 
unwise. Any company which has 
grown with the automobile industry 
during the past five years inevitably has 
developed at a fast pace, and on account 
of this great growth there is as yet per- 
haps no way to measure stability of 
earnings or to gauge a normal line of 
revenue growth. 


Earnings Record 


In the five-year period from 1919- 
1923, inclusive, earnings have fluctuated 
from $2.35 a share to $6.61 a share, the 
top figure having been reached in the 
year ended December 31, 1923. In con- 
nection with the earnings for 1923, how- 
ever, it is pointed out that while the 
sales for the year, in terms of units of 
products sold, were largest in the his- 
tory of the company by more than 50% 
over any previous year, the dollar value 
of sales did not increase proportionately, 
a condition which reflected the keener 
competition which is prevailing in the 
automobile industry. 


Net profits after provision for depre- 
ciation, taxes, etc., represented 6.6% on 
sales of almost $20,000,000. Even 
though the dollar value of sales did not 
increase proportionately, the margin of 
profit was a little above the average for 
the five years from 1919 to 1923, in- 
clusive. Of course that period included 
1920, which was a year of big volume, 
but very high costs and small profits. 
The relatively small margin of profit 
furnishes no reason in itself for criticism 
of earning power. This condition, dur- 
ing the past two years particularly, has 
been quite general throughout the auto- 
mobile industry and affiliated busi- 
nesses, and in fact is one of the reasons 
for the hesitancy on the part of in- 
vestors to buy the motor and kindred 
securities. 


Early in 1924, Hayes Wheel absorbed 
three smaller companies which had been 
closely identified with the company. 
This absorption was accomplishgd 
through the exchange of preferred 
stock of Hayes Wheel for shares of the 
three subsidiaries. These three com- 
panies made automobile wheels, bolts, 
nuts and metal stampings, and their 
total gross business last year was be- 
tween 10 and 11 millions. It is ex- 
pected that they can show net earnings 
before taxes of over $700,000 this year, 
whereas dividends on the preferred 
stock issued in exchange for their 
shares will mean to the Hayes Wheel 
disbursements of less than $150,000. 
These figures are cited tn show that 
the acquisitions apparently are much 
more than self-supporting. In the first 
quarter of the current calendar year, 
Hayes Whel earned approximately 
$476,000 after taxes and preferred divi- 
dend requirements, equal to $2.38 a 
share upon the common stock outstand- 
ing or within 62c a share of the full 
annual dividend requirements of $3. 


Hayes Wheel is the largest manu- 
facturer of automobile wheels in the 








Sets of 
Wheels 
Number 


956,990 
945,312 


Net Sales 
$14,686,383 
20,382,922 
11,535,333 
13,218,305 
19,737,726 





Hayes Wheel Co. 


Net Income 


1,158,001 
1,302,067 


Earned Paid Surplus 
Per Share PerShare PerShare 


$5.46 $0.80 $4.66 
2.35 1.00 1.35 
3.08 1.20 1.88 
5.79 2.05 3.74 
6.61 3.00 3.61 


$891,565 
384,786 
502,708 

















world and numbers among its cus- 
tomers, Buick, Chevrolet, Durant, Nash 
Willys Overland and Ford. In fact, it 
has been supposed that the Haye 
Wheel contract with Ford was one oi 
the largest. It is also commonly sup 
posed that Ford contracts are let on : 
small profit margin, and upon this pre 
sumption it is rather clear that Hayes 
Wheel will probably continue to depen 
upon a large volume of business and : 
small margin of profit for its earnings 
Not long ago the company lost a patent 
suit in the District Court in Detroit o1 
a certain type of demountable rims 
This decision will be appealed and, in 
the meantime, Hayes Wheel will con- 
tinue to manufacture the product in dis- 
pute. 

There is a small outside participation 
in the funded debt of the company 
which consists of an issue of first mort- 
gage A 7s and first mortgage B 6s, both 
due in 1929. There is no reason to 
doubt their investment standing but the 
market for them is not wide. 

The 744% cumulative preferred stock 
is currently being offered at par; and it 
is stated that application will be made 
to list the issue on the New York Stock 
Exchange. In view of the fact that 
the dividend is being earned fourteen 
times over, the 714% yield on this pre- 
ferred stock appears unusually attrac- 
tive. 


Conclusions 


The common stock appeared on the 
New York Stock Exchange early in 
1923. That year, of course, was one of 
exceedingly large profits for the auto- 
mobile industry and Hayes Wheel 
shares sold as high as 52% as compared 
with the present level of around 30 
The decline, of course, represents the 
general slowing up in the automobile 
industry. The motor stocks and af- 
filiated issues have not yet participated 
in the market advance. They are await- 
ing signs of improvement in the in- 
dustry. These signs are not present in 
force but there is a disposition to re 
gard the outlook a little more hope 
fully. In the meantime, it would appear 
as if the dividend of $3 a share upo! 
Hayes Wheel common is reasonabl; 
assured of continuance with ultimate 
prospects for higher dividends. 

At current prices of about 36 income 
return is over 8% and the stock appears 
worth buying on that basis in view ot 
the record of earnings, although from a 
speculative standpoint the shares are 
still in neutral ground. 


THE MAGAZINE OF WALL ST pg 











Industrial Oil 


Investors’ Indicator 


Current Earnings—Dividends—Working Capital 


——— c7—————Dollars Earned Per Share, Yield on 
-———- 1924 —-__, tPresent Recent 
Industrials— Ist 2nd 6 Rate Recent Price Ratio of Current Asets to 
1922 1923 Quarter Quarter Months Div. Price (%) Current Liabilities 
Allis-Chalmers ...cccccccceses “411 . 2.10 1.81 3.91 4 55 7.3 6 tol December 31, 1923 
coccccccce 0.06 . oone eee 0.33 ee 9 eee 6 tol December 31, 1923 
5.23 3.13 2.69 5.82 4 80 5.0 10 tol December 31, 1923 
wecccee 88GB . 1.53 ese eee ee 29 eee 2%tol December 31, 1923 
. La France Fire Engine. 1.90 ; 0.389 0.51 0.90 ll 81 6% tol December $1, 1923 
. Druggists’ Syndicate... 0.63 ecco ees one oe 5 oun 15 tol December $1, 1923 
. Hide & Leather Pid... 4.20 4 1.60 0.29 J ee 60 oes 3 tol December 31, 1923 
Amer. Locomotive 1 : sae eee 80 J 8 tol December 31, 1923 
Amer. Steel Foundries 4.30 . 1.04 one eee 37 u 6 tol December 31, 1923 
Bethlehem Steel ..........+++. 114 ‘ 1.91 0.11 . - 44 ° 8% tol December 31, 1923 
Butterick 3.42 wees on — - 19 > 2 tol December $1, 1923 
* @q def. def. ‘ _ 14 see 8% tol December 81, 1923 
Cluett-Peabody ° — wien —_ is 63 y $%4 tol December $1, 1923 
Coca Cola a 11.14 . 1.49 — = 74 . 2%, tol December $1, 1928 
def. r 1.57 ; a ie 49 one 8%, tol December $1, 1923 
Corn Products k4.35 . k1.11 . . 82 . 9 tol December $1, 1923 
du Pont de Nemours....... «+ k5.62 J scan aon . 130 . 9 tol December $1, 1923 
Endicott-Johnson 18.77 ’ Sere ™ 62 : 24tol June 80, 1924 
- 14.72 . 2.71 A eee 86 ' 2% tol December $1, 1923 
2.19 ' 0.85 ose . ‘ 14 J $8 tol December 31, 1923 
0.73 . en eee ' - 24 saa 8% tol December $1, 1923 
Gulf States Steel........... coe SSB 2 2.86 ' . 75 ‘ 8% tol December $1, 1923 
kr 6.50 . 2.38 = sae 37 8 tol December 81, 1923 
Hudson Motor ...... evccee «++ 6.03 \. 0.90 ’ . 27 . 8% tol November 30, 1923 
Lee Rubber & Tire 2.47 . def. ae — én 11 ies 2 tol December 31, 1923 
Mack Truck 9.94 ‘ 4.04 nae 92 . 10 tol December $1, 1923 
Se IE dcnguuscamions «+ k7.64 \ k2.20 . J 66 4 6%, tol December 31, 1923 
Owens Bottle 4.41 . 0.98 aa ne 44 8 tol December 81, 1923 
Pierce Arrow pfd 0.10 0.47 c d ee 33 eee 8% tol December 31, 1923 
Remington Typewriter ...... oo GH 2.85 cee ose ee 43 son 7 tol December $1, 1923 
Republic Iron & Steel..... coos jj 3.06 . , -— 49 _— 6% tol December $1, 1923 
Sloss-Sheffield 1.09 . 2.63 aes — 66 ’ 5 tol December 81, 1923 
Spicer Manufacturing ...... 0.88 . e ’ , os 13 an 2%,tol December $1, 1923 
Stewart-Warner ...... niceties ae q ' . ‘ 54 . 4%tol December 31, 1923 
Stromberg Carburetor . 8.05 . . mand : 63 7 6 tol December 31, 1923 
Studebaker k9.30 i ij . t 88 ’ 5% tol December $1, 1923 
Timken Roller Bearing 6.43 . : oe — 35 , 7 tol December 81, 1928 
United Drug 5.80 . auie —— t 82 A 7% tol December 81, 1923 
ey Gh Bei ccccccescecce «+ 2.68 \ > aa eee - 32 — 2%tol December $1, 1923 
2.85 . . . . 107 . 4% tol December 31, 1923 
0.79 . seat one 5 se 24 ase Net current assets $4,482,000 
Willys-Overland L . . coe — iis i) one 5% tol December 31, 1923 
Youngstown Sheet & Tube... .... : . . . 68 : 5 tol December $1, 1923 


Oils— 

California Petroleum le . t — eee lS ‘ 2}, tol December 81, 1923 
Cosden & Co.....--.++0- eosee $4.25 4 . se — = eee 1% tol December 81, 1923 
Houston Oil cocccccccces ° . I . . . ae ose 4 tol December 81, 1923 
Marland Oi] ...... - 24. J r aNe — - — 1% tol December 81, 1923 
Pacific Of] ....cccccces J . . bas nis . 2 tol December 81, 1923 
Pan-American B. ..... . J ecce eee eee ¢ - 2%tol December 31, 1923 
Phillips Petroleum A - oeee ro . ee . 1% tol December 31, 1923 
Pure OB cccccccccccce coccece - J ' 2%,tol March $1, 1928 


Sinclair Consolidated ........- 33. eee eee ° ee _— 2%tol December 81, 1923 


Mining— 

American Smelting .........-- $8.28 ' ' ees ° 70 . 5 tol December 81, 1923 

0.22 . eee ee es 29 eee 8%tol December 31, 1923 

def. . wee — eee . 21 eee 2% tol December $1, 19238 

Pp ocee ecce cee eee ee 19 ee 12 tol March 81, 1924 
ecccccces GF J . —_ eee ‘ 14 —_ 8 tol December 81, 1923 

Ray Consolidated .......+++-- def. t eeiede ees coe . 13 nil 6 tol December 81, 1923 
cccccccee S68 > J eee ° 80 5.0 6 tol December $1, 1923 








* Before depreciation and depletion. h 25c extra Ra June 5. 


After deducting Gonees and depreciation. On increased shares outstanding. 
Year ended March 81. 1 Earned $4.40 on preferred. 
a After deducting depreciation and revaluation of inventory. p For year ended March $1, 1924, earned 40c a share on common. 
¢10% stock dividend paid Apri! 15. q Earned $4.58 a share on preferred. 
d Including extra dividends of 50 cents quarterly. : Year ended March $1, 1924, earned $8.21 a share, compared with 
$1.87 a share previcus year. 


t Riera rate covers regular dividends on yearly basis, j Earned $1.67 on preferred in 1922. 
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Informative Editorials—3 





The Savings Bank 





HAT is the average 
man’s conception of a 
savings bank? Prob- 
ably, a large, somewhat 
barny interior, a trifle dusty 
here and there, with the 
floor-space divided up into 
cages and corridors, one or 
two people standing in 





This is the third of BYFI’s 
Series of Informative Editorials. 
Previous editorials touched on the 
Building and Loan Association and 
the Trust Company. 


lost ground. Since 1913— 
or in the last ten years— 
total savings deposits in the 
United States increased 
from 6.9 billions to 18.4 bil- 
lions, or nearly treble. On 
the other hand, the Savings 
Banks themselves do not 
seem to have gained ground 








front of a teller’s win- 
dow and not many signs of life anywhere else. 

What is the average man’s idea of a savings 
bank official? Probably, an elderly, somewhat 
wrinkled individual, more or less out of touch with 
the interests, pursuits and ideals of the younger 
generation, totally devoid of enthusiasm and pos- 
sessed of a highly developed capacity for saying 
“no!” 

Are these accurate pictures? Do they portray 
the typical savings bank and the typical savings 
bank official as they really are? 

In a good many cases, yes. 


The savings bank, one of the oldest financial 
institutions in this civilization, has always been, 
primarily, an institution for the accumulation of 
idle dollars and, secondarily, an institution for the 
lending of those dollars, to further personal and 
public initiative and enterprise, where worthy, at 
a reasonable rate of interest. 

Through the years, the legal restrictions and 
regulations imposed upon savings banks have be- 
come more and more rigid. Measures designed to 
safeguard the interests of depositors have been 
enacted in constantly widening scope. Thus, the 
factor of private management has been more and 
more reduced to a minimum, and the responsi- 
bilities of individual judgment lessened. 

And thus these institutions have become in- 
creasingly mechanical—almost automatic—in their 
functioning. Hence, the dull monotony of their 
interiors and the lack of individuality and vigor 
in their make-up. 


That the savings banks need not have sunk into 
this rut which so many of them now occupy is open 
to question. The savings idea has certainly not 
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to the degree attained by 
other banking institutions. Thus, over the period 
referred to, and according to A B A figures, Mutual 
Savings Bank deposits increased some 66%, but 
savings or Thrift deposits in State Banks and Trust 
Companies increased 260% and those in National 
Banks increased 322%. 

The fact may be that the Savings Banks, offer- 
ing only one type of service to depositors, and that 
a “savings service” cannot keep up with their 
more vigorous competitors, whose services include 
not only facilities for Thrift Accounts but also for 
all the innumerable other financial activities 
practiced by individuals and clients. 


To the individual, the Savings Bank has one 
chief use: That is, to serve as an agency through 
which idle dollars may be safely accumulated. The 
comparatively low interest-return paid by these 
institutions is not much of a factor so far as the 
individual depositor is concerned. The average 
savings account is so small, a difference of 14 to 
114% in interest does not mean very much anyway 
in dollars and cents. (Of course, nothing in the 
foregoing should be interpreted as an attempt to 
justify the practices employed by some savings 
banks in respect to withholding interest credits on 
new accounts for lengthy periods following their 
creation.) 

For the purpose mentioned (the Savings-Service) 
then, and where facilities for Thrift Accounts are 
not offered by one’s neighborhood bank, it may be 
said that Savings Bank service is ideal. But where 
the neighborhood bank does offer facilities for 
Thrift Accounts, and other things are equal, it is 
difficult to see what the individual gains by dis 
criminating in favor of the strictly-for-savings in 
stitution. 
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] ‘This vivid article, contributed by a reader of Building 
Your Future Income, might well be put before every 


legislator in the United States. 


It is a striking con- 


demnation of the recognized evils of mortgage fore- 
closure and it emphasizes the pressing need for corrective 


legislation. 


—Editor, Building Your Future Income. 
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The Injustice of Home Foreclosures 


How Unscrupulous Mortgagees Hoodwink 
Buyers— Why the State Should Step In 
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- Building—a Home.” 


OK out for the pitfalls in buying 
x building a home.” That might 
vell summarize the advice pre- 
some time ago in the excellent 
ries by Mr. Jason Thomas to the 
of THe MaGaziIneE oF WALL 
inder the caption “If I were Buy- 
And some 
ho have struggled with a mort- 
bt to reach actual home owner- 
last realize that it is mighty good 
too. 
one’s purpose to own a home 
fully realized, there is a certain 
ion in looking back over the road 
one has come. Only then can the 
of home ownership be felt. 
e climbing to the top of a moun- 
getting a grand panoramic view 
n and gold-clad hills and vales 
igs a thrifl of happiness and sat- 
which more than repays one for 
of the climb. 
is a craving in every human soul 
something—that sacred feeling 
the right of property 


By “A Reader” 


life! That is “home” as I understand it; 
and would that every living soul in Amer- 
ica could call the place of shelter he in- 
habits—“my home!” 

And yet there are those in this great 
country of ours who would deprive the 
home buyer of this wonderful treasure 
house of happiness. Yea, more than that; 
those who deliberately plan to keep a 
debtor out of his heritage; who care- 
fully dig a pit, cover it with fair promises 
or impossible conditions, and then await 
the day when the unwary victim will fall 
therein. But it is the proposed victim, 
the struggling home buyer, whom I would 
protect. For him my sympathy and my 
sense of justice are aroused. Imbued 
with these two sentiments, I am going 
to write first a true story and then try 
to tell very plainly how I would protect 
a mortgagor from that dreaded pitfall— 
the loss of one’s home by foreclosure. 


It Happened in Massachusetts 


The scene is laid in a small town, sub- 


urb of Boston. A young couple with two 
children wanted to own a home. The 
husband was on a small but regular sal- 
ary. The two had saved seven hundred 
dollars which they could pay down if they 
found a house for sale within their 
means. Not an easy task in that densely- 
populated, wealthy commonwealth. They 
consulted a real-estate dealer—a man 
more talkative than scrupulous—who 
found a house that suited them. The sav- 
ings of the couple were paid down as a 
first installment and a mortgage given 
for the balance of the debt. 

Being young and unsophisticated the 
home buyers did not scrutinize very care- 
fully the conditions of the mortgage. It 
seemed simple and plain enough. It was 
to run five years after which it might 
be renewed at the option of the lender. 
They were to pay interest semi-annually 
at 6 per cent a year, with the privilege 
of paying off any part of the debt in mul- 
tiples of $50 at any interest-paying date 
before maturity. 

Though the mortgage did 





all the Proudhons in — 





lom cannot efface. 
ticularly true of that 
r a home, be it ever 
ble. “Home!” My 
our home. One of 
t precious words in 
lish language; yea, 
nguage. How vivid- 
alls the happy days 
lhood, the buoyant 
is of young man- 
d womanhood, the 
plans and precious 
of hopeful matri- 





SAYS THE AUTHOR: 


“In a really civilized state, and 
der a legislature which actually had 
the welfare of home-owners at heart, 
the law would give no advantage to 
either debtor or creditor but would 
aim to protect them BOTH!” 


=] not say so, these home buy- 
ii ers were assured that there 
! would likely be no difficulty 
| whatever in having the mort- 
gage renewed. But that was 
a dangerous pitfall—an oral 
conditional promise and not 
a written agreement. Such 
a statement has no standing 
in court in the face of a re- 
corded mortgage. 

With persons of experi- 
ence certain safeguards 
would have been demanded 
before paying down their 
savings and signing such a 
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mortgage. But not so with 
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these young home buyers. 
They walked into the trap 
set for them when they step- 
ped into what was for a few 
years to be their home. For 
five years they met their in- 
terest payments regularly and 
paid down $1,200 more on 
their mortgage. Then the 
period of maturity arrived. 
With all confidence the young 
home buyers went to have a 
new mortgage made out and 
renewed for five years more. 
The agent was very sorry; 
the person who owned the 
mortgage needed the money 
—must have it in fact; and, 
unless it was forthcoming, 


“If a debtor cannot meet the pay- 
ments of interest and principal on his 
loan, it is a safe guess that some mis- 
fortune prevents him from doing so. 
To foreclose a mortgage as a rule is 
simply to take advantage of a poor 
man’s misfortunes, and this is almost 
as bad as downright robbery!” 


buyer absolute and not con- 
tingent protection against 
loss of his equity. Some 
states have taken steps in 
the right direction, but they 
have not gone far enough 
by any means. Let me cite 
one or two instances. 

And, first, the dear old 
State of Massachusetts, with- 
in whose borders happened 
the very crime I have men- 
tioned. Back in April, 1914, 
Massachusetts passed an 
to enable credit unions 
make mortgage loans to thei 
members on the amortizz 
tion plan. While the 
permitted a borrower to 
fined for failure to pay wie 











the kome would have to be 








foreclosed at once. And that 

is what really happened. This young 
couple lost every dollar they had put into 
their prospective home and were thrust 
out into the world to begin saving all 
over again. They had fallen into the 
clutches of an unscruoulous loan shark 
who robbed them of all they possessed. 
That word “robbed” is rather a harsh one 
to use, but under the circumstances I 
know of no word which better expresses 
the facts in the case. 


The Law of the Land 


Now let us not think for one moment 
that this is an isolated and unusual ex- 
perience. It is not. The writer happens 
to be in a position where he knows abso- 
lutely that many home buyers are los- 
ing their homes every year in every state 
in the Union. Forced sale of homes 
arises from two sources—non-payment of 
debt and non-payment of taxes. There 
is nothing voluntary about these obliga- 
tions. They must be paid. Both are 
really debts—one to an individual, the 
other to the state. Interest is the pay- 
ment due for the use of credit, the secu- 
rity for the debt being a 


who do not lend money with any such 
intention in view as the foreclosure of 
a mortgage on a home if interest or prin- 
cipal cannot be paid at the stipulated 
time, there are many others who make 
a practice of just this thing. A home 
buyer may have an equity in his property 
equaling one-half or more of its value, 
while a creditor’s lien may not be as 
much as that. But, under foreclosure 
proceedings, a debtor is liable to lose all 
he owns in his home. This is one of the 
crying evils of civilization—the utter dis- 
regard of a debtor’s rights. 

Oh, I know what someone is going to 
remark, namely, “That the laws of most 
of our states provide that, when a home 
is sold under foreclosure, any balance 
remaining, after deducting the cost of 
the proceedings and the amount owing 
the creditor, shall be turned over to the 
debtor.” True enough; but who ever 
heard of a mortgagor getting any equity 
out of a property sold in this manner? 
The law of the land as it now stands is 
not protection enough. I would amend 
every state law so as to give a home 


due the interest, any inst 

ment, or additional charge required 

the terms of a mortgage loan, it also 

vided that “no mortgage shall be fc 

closed because of such delayed paym« 

or fines unpaid, until the sum thereof 

in the opinion of the directors, so la: 
as to cause the total liability of the bo 
rower to exceed two-thirds of the va 
of the property pledged.” 

While this was a step in the right 
rection to protect a borrower against n- 
due haste in foreclosure proceedings 
was not sufficiently broad to .cover 
evils thereof. The law applied to local 
cooperative credit unions only and did 
not apply, as it ought, to every home 
buyer in the state. 

Again the Province of British Colum- 
bia in the Dominion of Canada passed a 
law in 1919 which authorized the mak- 
ing of mortgage loans on real property 
through a provincial board. In case of 
a forced sale of a mortgaged home be- 
cause of default on the part of a debtor, 
the law provided that, after paying all 
moneys due the board and all expenses 
incurred in relation to such sale, “the bal- 
ance, if any, shall be paid 








mortgage on the home. The 
nominal owner is left in pos- 
session, but the creditor is 
given the right, if interest 
on the debt or the debt itself 
is not paid in due time, to 
turn the owner out or to sell 
the home and pay himself 
out of the proceeds of the sale. 

Taxes, on the other hand, if 
unpaid, constitute a lien on the 
home which takes priority 
over every other claim whether 
recorded against the property 
or not It is a manifestation 
of the merciless power of the 
state. In this case, also, a 
home buyer who cannot pay 
his taxes is in exactly the 
same position as one who is 
unable to pay his interest or 
principal—he is liable to have 
the home sold over his head 
and he with his family may be 
forced to give up his home. 
At least he will have to pay 
double interest if he does not 
pay his taxes. 

While there are thousands 


622 





to the persons entitled to 





WHAT DO YOU THINK? 


In connection with the accompany- 
ing article, readers of BYFI are in- || . 
vited to express their views as to the 
practicability of the remedy suggested, 
i. e., passage of legislation that would 
prohibit the sale of property under 
foreclosure except at its appraised sect 
value. 

In your opinion, would such legisla- 
tion be practicable? And, if so, would 
it be a just law, or would it constitute 
an invasion of the rights of the mort- 
gagee as serious as the frequent past 
invasions of the rights of the mort- 


receive the same.” But this 
province also went one step 
further. It provided that, in- 
stead of selling the home, 
the board could lease it for 
term not exceeding ten 
years, and that any remain- 
ing rent and profits derived 
from such lease, after paying 
the annual charges due the 
board, should be paid to the 
mortgagor. But even these 
steps are not enough to pro- 
the full rights of a 
struggling home buyer with 
a mortgage on his home. 


The Crime of Foreclosure 


There is no reason why a 
creditor should be given a ‘c- 
gal privilege to take all of 
a debtor’s property simply 
because the creditor has a 
mortgage which covers the 
value of part of the prop- 
erty only. All any creditor 
can equitably claim is the 
amount of his loan, the in- 
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terest thereon, and any expenses to 
which he may have been put in case of 
a forced sale. This principle is recog- 
nized by state-controlled mortgage banks 
in some countries of Europe. It is based 
1 equity and not on legalized robbery, 
such as existed in old Roman times when 
creditor, in case of the non-payment 
his claim, was given possession of 
th the debtor and his family. The 
arch of civilization has modified this 
xtreme iniquity by limiting a creditor’s 
claim to a debtor’s property rather than 
his person, but the difference is only 
one Of degree and not of principle. To 
xrmit a creditor to take property worth 
000 for a debt of $1,000 is to legalize 
system of deliberate stealing. This is 
at our present system of real-estate 
eclosure too often permits. 


Foreclosures Spell Misfortune 


No home buyer should be deprived by 
foreclosure of the equity he owns in his 
home, for no sane man wants to lose 
what he has inherited or, perhaps, what 
he has accumulated during a lifetime of 
sacrifice and saving. And the dread 
shadow of foreclosure deepens as a mort- 
gazor passes the zenith of his life and 
works with less efficiency through the 
coming years. If a debtor cannot meet 
the payments of interest and the princi- 
pal of his loan, it is a safe guess that 
some misfortune prevents him from do- 
ing so. To foreclose a mortgage as a 
tule is simply to take advantage of a 
poor man’s necessity, and this is almost 
as bad a practice as downright robbbery. 
It seems too much like penalizing a 
debtor for misfortune. A law by a really 
civilized state—by a legislature which has 
the real welfare of the home buyer at 
heart—would give no advantage to either 
debtor or creditor, but would aim to pro- 
tect both. That is the meaning of equity, 
and surely its principles should be prac- 
ticed where it concerns the retention or 
the loss of that beloved place we call “our 
home.” 

(he description of a home buyer strug- 
gling under the burden of a mortgage 
and dreading its foreclosure does not 
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make a pleasant picture. Contrast it with 
the condition of an American home 
buyer. Expenses pile upon him from be- 
ginning to end. An application fee, cost 
of abstract. of title, examining abstract, 
recording fee, stamp taxes, commissions, 
state and county taxes, worst of all often 
municipal taxes, interests, payments on 
principal, insurance, home upkeep—items of 
expense which must be met however much 
a home buyer’s family may have to go 
without some of the luxuries and even 
the necessities of life. And like the poor 
woodman, the man with a mortgage on 
his home fears his creditor will take his 
home at last! This has happened too 
often not to warrant a hope for protec- 
tion against so dire a calamity. 


A Real Job for Legislators 


Oh, ye legislators! Let me outline a 
real job for you! Just do your best to 
have a law passed which will require 
that no home shall be sold under fore- 
closure except at its appraised value. 
Since it is customary not to sell a home 
except at a price which will fully remu- 
nerate the owner who sells voluntarily, 
why should it not be equally right to do 
the same thing in the case of a nominal 
owner who has a sale forced upon him 
by a lien holder? That is what I would 
do if I were in the legislature of Massa- 
chusetts or of any other state. 

Suppose it is so that no other state or 
country has ever rassed such a law. 
What is that to thee, thou legislative 
sluggard! Let us make progress or cease 
legislating. Why follow the thoughtless 
rabble when you can be a real leader of 
thinking men and women? That is your 
job not only to truly represent the best 
of your constituents, but even to go ahead 
of them in legislative paths yet unex- 
plored. 

But there is a country which has 
gone far in the right direction in pro- 
tecting a debtor against injustice. Let 
us go to much despised Germany and 
learn a lesson from her annals. Long, 
long before a small group of militar- 
ists seized her people by the throat 
and thrust them headlong to the very 
verge of chaos, the German govern- 
ment passed a law which gave the 


Landschaft associations, a body of 
large landowners, the right to borrow 
money on the collective credit of the 
members by the issue and sale of 
bonds to the value of the mortgaged 
real estate. But if it becomes neces- 
sary to sell a debtor’s home and land, 
it is usually sold at auction in the 
open market. And before the sale, 
the property must be appraised to 
determine its present value. If it is 
valued at $50,000, this amount may be 
realized at public sale. Suppose an 
association has a mortgage on it for 
$25,000; then it collects that amount 
from the sale price, together with the 
costs of sale and other incidental ex- 
penses, and the difference of nearly 
$25,000 is turned over to the owner 
who had failed to meet his obliga- 
tions. In this way every considera- 
tion is given to a debtor and his equity 
is generally secured to him by this 
method of procedure. 

Now this is your job, Mr. Legislator, 
to take a step in advance of Germany 
and do your best to pass a law which 
will insist that no home shall be sold un- 
der foreclosure for less than its appraised 
value. In that way you may expect to 
do justice to a buyer who is paying for 
a home out of his savings. In that way 
you will do injury to neither party while 
conserving the rights of both creditor 
and debtor. In that way you will encour- 
age thrift and aid sound investment. In 
that way you will develop a class of 
home-owning citizens who will do their 
part in stabilizing business and national 
prosperity. 


In the Interests of Fair Play! 


That is your task, Mr. Legislator. Go 
to it in the interest of fair play, honest 
dealings, and property rights. It is a 
task worthy of the efforts of every fair- 
minded legislator throughout the length 
and breadth of our land. And that is 
how I would protect the man or woman 
who is thinking of building—or buying— 
a HOME! 


(Ed. Note: Will “A Reader’ kindly 
advise BYFI of his present address.) 
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‘Getting There Together’’ 


A Pennsylvania Reader Describes 
a Successful Investment Association 


FEW weeks ago, Building Your 
A Future Income published an account 

of the development of an Invest- 
ment Association in Chicago which had 
been flourishing for some years, accord- 
ing to its sponsors, and attained a con- 
siderable degree of success. At the same 
time, and realizing the widespread in- 
terest in this subject, BYFI invited its 
readers to tell about other private Invest- 
ment Associations which they happened 
to know of, and thus aid this department 
in collecting and presenting the most 
practical data on the subject available. 
Among those responding to this invita- 
tion was a reader in Pennsylvania who, 
for obvious reasons, prefers to remain 
incognito. He writes as follows: 

“We have a club partnership for invest- 
ments that may be of interest to your 
readers. 

“About four years ago, a few of us 
clubbed together with what listed secu- 
rities we had, and what money we had 
to invest, but without officers or organi- 
zations. We made our shares ten dollars 
each. 


“We figure the value of our shares the 
first of each month, taking the closing 
quotation as the value. We add to this 
what commissions would be required to 
purchase the securities we have, and also 
dividends earned and not paid, when 
stocks are ex-dividend. 

“Deducting from this any liabilities we 
may have, and dividing by the number 
of shares gives us the exact value of each 
share. We pay dividends monthly. 

“The dividend varies with the value of 
the shares and not from amount of the 
dividends. Shares with the value of be- 
tween ten and eleven dollars would pay 
a dividend of five cents each. Each dol- 
lar increase or decrease in value of a 
share means an increase or decrease in 
the dividend rate of one cent per month. 

“On today’s market, our shares are 
worth between sixteen and seventeen dol- 
lars, at which valuation they would pay 
eleven cents per share in dividends. 

“Any number of persons may take any 
number of shares they wish, or may 
withdraw any number of shares they may 
wish on the first of any month. 

“When withdrawing, of course, the per- 
centage of cost of selling securities would 
be taken from the value of the shares as 
figured for investment. 

“There is absolutely no expense con- 
nected with this plan, as our bookkeeping 
is so simple. Two or three hours’ work 
a month is all that is necessary, and this 
one of our members voluntarily does. 


624 


The item of postage is too small to be 
considered. 
“We have at present sixteen members, 
with a net value of shares of $110,000. 
“We carry a debit balance with a 
broker for the reason that it is conve- 
nient for us to send any moneys in for 


investment and receive credit on account 
and to get money when necessary to help 
out any payment of dividends.” 


The writer of the above is herewit) 
thanked for his cooperation in describin : 
his plan for us, and other readers wh) 
know of similar associations, now activ 
and successful, are invited to follow hs; 
example. It may be noted that our rea 
ers are particularly interested in the A 
ticles of Agreement by which each ass: 
ciation is bound, and this feature mig! 
well be covered in detail in future dc- 
scriptions. 


<> 
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Points for Income Builders 


Brief Definitions of a Few More 
Types of Banking Institutions 


N the July 19th 

and August 2nd 

issues, Points 

for Income Builders 

offered brief defini- 

tions of some of 

the more important 

types of banking 

institutions, includ- 

ing Savings Banks, National Banks, State, 

Federal Reserve, Federal Farm Loan and 
Joint Stock Land Banks. 

There are several other definitive terms, 
applied to banking institutions, which 
cover specific phases of their operations. 
Some of these are briefly defined in the 
following : 


Country Bank 


The term “country bank” is to a large 
extent a misnomer. It is merely an arbi- 
trary term, used under the Federal Re- 
serve Law to designate all national bank- 
ing institutions not situated in a reserve 
or central reserve city. 


Discount Bank 


A “discount bank” is defined by Crowell 
as one which has been “organized pri- 
marily to trade in foreign and domestic 
bills of exchange, to create a current mar- 
ket for them and to facilitate the busi- 
mess of exports and imports.” 


Labor Banks 


The term “labor banks” has been given 
to the numerous banking institutions 
which, in recent years, have been organ- 
ized by officials of large labor brother- 
hoods and whose clientele is largely con- 
fined to members of the interested broth- 
erhood. The first bank in this field was 
formed in Cleveland some few years ago, 
and numerous similar institutions have 
sprung up since then. 


These institutions, due to the affiliations 
of their sponsors, have, in many cascs, 
attained a considerable degree of success 
almost from the start. 


Member Bank 


As concerns the Federal Reserve Sys- 
tem, a “member bank” is any national 
bank, state bank or trust company hav- 
ing membership in the system. The num- 
ber of member banks is believed to rep- 
resent about one-third of all the banking 
institutions of the country, and includes 
practically all of the larger institutions. 


Interior Banks 


This is another purely arbitrary terin, 
applied to all banking institutions not lo- 
cated in the financial center of New York. 


Bank of Discount 


A bank of discount is one which “dis- 
counts” promissory notes and bills of ex- 
change. That is to say, it buys accounts 
receivable from business houses, less a 
certain discount, for which it pays cash, 
in this way liquefying the credits of the 
houses concerned. The term “discount” 
means “the amount taken off”—that is, 
an allowance representing interest de- 
ducted or collected in advance. 


Co-Operative Banks 


The term “co-operative banks” is rather 
loose, applying to organizations like Buil1- 
ing & Loan associations formed by a 
group of individuals and operated in th: ir 
interests. 


Acceptance Bank 


An Acceptance Bank acts in forei:n 
and domestic commerce by buying and 
selling “acceptances,” or bills of exchanze 
the drawee of which, by a formal acce;'t- 
ance, has made same his own obligation. 
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Providing for a College Education 
the Life Insurance Way 


What Kind of Policy to Take Out 
and How It Should Be Written 


By FLoreNce Provost CLARENDON 





My wife and I are the proud 
parents of a son, born last 
n onth, It is our first child. 
le are desirous of making some 

ovision for his education by 

king out insurance which will 
ovide him with a fund of 

ejout $2,000 at age 19 or 20 
hen we expect he will be enter- 
qa college. 

My insurance agent recom- 
nends an endooment policy for 

ch a purpose. I am now car- 

ing $8,000 Straight Life and 
$2,000 20-Year paid up, in 
ree companies, Mass. Mutual, 
juitable and Metropolitan. 

I am a firm believer in insur- 
mece and wish to add to my 

otection as fast as convenient. 

am 38 years Old and in very 
cellent health, so that I am 
wot restricted in any way as to 
kind of policy, etc., and can 
ke advantage of the best rate. 








I would appreciate your ad- 
ce in this matter as to the 
tind of protection I should take 
(t and as to the proper way to write the 
policy so that the child will be fully pro- 
vided for as far as his college education is 
concerned, in case I should die before the 
naturity of the same.—H. E., Battle Creek, 
Michigan, 


I would suggest that you consider a 
20-Year Endowment Policy in the sum 
of $4,000 on your own life, with your 

iild as beneficiary. In this way the edu- 
cation of your boy would be provided for 
even if your death should occur prior to 
the maturity of the Endowment. The 
manner in which the proceeds of the 
policy are to be paid should be endorsed 

n the policy when it is issued. 

The usual purpose, of course, is to sup- 

ly a monthly income during each of the 

ine or ten months of the college year 
cxtending over four years. You suggest 

fund of about $2,000, but it would be 
;referable to increase this amount to 
£4,000 in order to provide proper main- 
tenance for the student. The proceeds of 
the policy should be paid as an income 
Curing the ten months in each of the four 
college years. 

It is frequently considered desirable to 
jlan that the payments be made in un- 
‘ven amounts—as, for instance, a lump 
sum of $300 in October and in the early 

pring following, to meet the necessary 
tuition payments required by the college 
at those periods leaving an income of 
“50 a month payable to the student dur- 

1g the remaining eight months of the 
ollege year. The vacation period may 
left unprovided for because there 
vould be no college expenses at that time 
nd the student could either spend his 
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holidays at home or, if he be of a thrifty 
disposition, could obtain some remunera- 
tive employment to tide him over the 
summer months. 

The 20-Year Endowment policy would 
provide that the sum insured would be 
payable at your death in case of death 
during the twenty years. There should, 
therefore, be an agreement with the com- 
pany that, in event of your death prior 
to the maturity of the Endowment, it 
would hold the proceeds of the policy 
at interest and accumulate the amount 
until your son needed the money for his 
college course. The amount would then 
be payable to him beginning in his 20th 
year with subsequent payments during 
the following four years as arranged by 
you, and as stipulated in an agreement 
that may be attached to the policy. 

You should also have a clause to the 
effect that the money is intended solely 
for the purpose designated and that it 
cannot be assigned by the beneficiary nor 
diverted to creditors or other claimants. 
Against the possibility of the child’s not 
living to use the proceeds of the Endow- 
ment, another beneficiary could of course 
be named by the insured. 

If the endowment on your life for this 
purpose were issued with the Disability 
Benefit included, it would still further 
guarantee that your wishes would be at- 
tained for, in event of your becoming 
permanently disabled at any time during 
the premium-paying period of the Endow- 
ment, no further premiums would be re- 
quired although the Endowment would 
still be payable in full when the child 


attained his twentieth year. 


WHAT INSURANCE 
FOR A BOY, 16? 


Why a 30-Year Endow- 
ment Policy Should Be 
. Most Suitable 


For some time I have been 
reading your very interesting 
articles on Insurance, As I am 
contemplating taking out some 
form of life insurance for my 
son, who is 16 years of age, and 
as I am undecided as to just 
what would be the best form in 
his case, I would be thankful 
if you would enlighten me on 
this subject—W. F. 8., San 
Francisco, Cal. 





In selecting life insurance 

for a boy of 16, it is well to 

take into account the psychology of a 

youth of his age. Having no responsi- 

bilities in the way of dependents now, life 

insurance with the primary thought of 

family protection in after life would not 

be so apt to appeal to him as the idea of 

a fund built up for his personal benefit 
later on. 

I would, therefore, suggest that you 
consider a 30-Year Endowment policy for 
your son which would yield to him, say, 
$5,000 on his attaining age 46. At that 
time, his business or professional career 
should be well established, and the pro- 
ceeds of his Endowment would give him 
funds to divert towards the building of 
a home, the development of his business 
or for some other purpose of a similarly 
personal nature. 

A policy of the kind suggested, when 
taken at the young ages, has an advan- 
tage which is paramount to the pecuniary 
return: it encourages and trains the in- 
sured in the habit of systematic and reg- 
ular saving. Such a habit, of course, 
proves of inestimable value to one who 
is starting a business career, by which 
time the young man should himself 
assume responsibility for the premiums 
on his Endowment. 

In a participating company, under which 
premiums are reducible by annual divi- 
dends, a 30-Year Endowment in the sum 
of $5,000 taken at age 16 would require 
an annual premium of about $152. In a 
non-participating company with level pre- 
miums through the premium-paying pe- 
riod, the annual cost would be approxi- 
mately $120. 
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B. Y. F. D's. 


Recommendation Page 


Income have not exactly swarmed 

into the investment market in order 
to act on the suggestions made in the 
Recommendations Page; nevertheless, let- 
ters the department has received and also 
some personal communications indicate 
that the suggestions are being noticed and 
encourage the belief that, as time goes 
on, more and more of those having com- 
paratively few dollars to put to work will 
consider the opportunities pointed out 
here before lending their ears (and their 
pocketbooks) to fake stock salesmen and 
get-rich-quicksters. 


i teen | of Building Your Future 


Get-Rich-Quicksters Again Active 


Incidentally, it may not be out of place 
to note here that gentry in the latter 
class referred to above—that is, the get- 
rich-quicksters—are getting back into the 
game, now that security prices are be- 
ginning to attract attention again. The 
Department was recently advised of one 
group with headquarters in New York 
City whose members are making tele- 
phone calls as far west as Minnesota in 
their efforts to attract buying orders for 
a particularly cheap oil stock; and this 
is only one of several cases that might 
be cited indicating that the old tricks are 
being taken off the shelf, burnished up 
and put into operation once more. 

Under the circumstances, the Depart- 
ment is eminently justified in advising 
Income Builders to select their security 
commitments with particular care from 
now on. They may not wish to act upon 
the suggestions offered here, or they may 
wish to have additional suggestions, over 
and above the few which it is possible to 
present in the narrow limits of this page; 
but, whatever suggestions they do act 
upon, it is to be hoped that the sugges- 
tions will be weighed with the greatest 
care, and that pains be taken to avoid 
purchases which will tie up the capital 
involved for an indefinite period or se- 
riously jeopardize it. 


Securities Acting Well 


Of the securities previously selected 
for recommendation on this page, all have 
acted well during the active period which 
has developed in the security world. But 
in no case do the price advances seem to 
have gone far enough to seriously impair 
the investment attractions of the indi- 
vidual issues. This is especially true of 
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Some _ Shecific 
for Investing Smaller Sums 


Suggestions 


American Telephone & Telegraph stock— 
one of this Department's first recommen- 
dations—which, while it is undoubtedly 
one of the soundest corporation stocks 
on the market, is still available to yield 
well over 7% on the investment. For 
Income Builders who have gotten past 
the Savings Bank stage and who wish 
to put dollars to work at the greatest 
return commensurate with safety, this 
issue can still be recommended as an in- 
vestment medium of rare attractions. 

As frequently pointed out here in the 
past, American Telephone & Telegraph 
stock presents a special appeal to smaller 
investors, aside from its inherent invest- 
ment merits, in that it may be purchased 
on an extremely attractive instalment 
plan through a distributing organization 
maintained under the Bell system, for 
the special purpose of securing a wider 
public ownership of the issue. 

American Smelting & Refining pre- 
ferred, representing a metal mining and 
manufacturing company of world propor- 
tions, has gained three points since it was 
first suggested here. However, it, too, 








BYFI’S RECOMMENDATIONS 
for 
SMALL INVESTORS 


$100 Bonds 
Yield 


to . 
Maturity 


6.00% 


Recent 
Price 
American Water Works 
& Elec. Corp. coll. tr.5s 92% 


Preferred Stocks 
Per Share 
Dividend 
te 

American Smelting 

& Refining Co. .. 

American Ice .... 

U. S. Realty & Im. 

Amer. Woolen 


Common Stocks 
Per Share 
Dividend Recent 
Price 


125 


Yield 
7.20% 


NOTE.—This table of recommendations, a 
new and practical feature of BYFI, will grow 
in size aS’ opportunities develop. The effort will 
be made to keep the table up to date, and In- 
come Builders are invited to keep in = with 
it. Security is the primary aim in making the 
selections, but Pan sy | marketability” and 


Amer. Telephone 
& Telegraph .. 


) vestment factors are also con- 
Bi 








continues to offer an attractive yiel 
(6.75%) considering the high degree o 
safety. As a specific opportunity, Ameri 
can Ice continues particularly attractive 
in view of the unusually high yield offered 
—about 7.40%. It seems apparent that 
this preferred stock is “out of line,” even 
if it is somewhat lesser known and com 
paratively inactive than the others men- 
tioned, and no reason appears for with 
drawing it from the list offered herewith 


Some New Suggestions 


New suggestions offered with this issu 
of the Recommendations Page include th 
preferred stock of ‘the U. S. Realty & 
Improvement company, available to yiel 
around 6.80%, and the preferred stoch 
of the American Woolen Company 
to yield around 7.00%. It should be 
noted that these additions are more 
or less arbitrary, prompted by a desiré 
to increase the representation of pre- 
ferred stocks in the recommendations 
table, and that they are not suggested 
for exclusive purchase. If the Income 
Builder finds that his funds are not suf- 
ficient to enable him to purchase more 
than a single issue, and he is willing to 
take the risk of putting all his eggs into 
one basket, the American Telephone issue 
seems the most logical one to select for 
the purpose. Previous issues of THE 
MacazINneE oF Watt Srreet have de- 
scribed the merits of both the U. S. 
Realty and American Woolen issue and 
frequent references to both companies 
appear in the Magazine. 


Answering a Question 


A reader of the Recommendations Page 
has inquired whether it would not be good 
policy to spread a total capital investment 
of $5,000 over a list of 100 or more Baby 
Bonds, with the idea of securing com- 
plete diversification. The answer to this 
question is that diversification, like any 
other good idea, can be carried to ex- 
tremes, and it is as possible to have too 
many irons in the fire as it is to have 
too few. Very satisfactory diversification 
can be obtained through a program in- 
volving not more than eight or ten secu- 
rities, and in addition the marketability 
of each commitment will be greater, be- 
cause a more marketable block will be 
owned, while the amount of energy and 
time necessary to keeping track of the 
whole program will not be so great. 
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Thirty-Seventh Lesson 





Limitation of Losses Essential to 
Successful Trading 


The Insurance Value of the “Stop Loss” Order 


OW and then one hears a tempo- 

rary trader remark, “I never take 

a loss. If a trade goes against me 
I wait patiently for it to swing the other 
way, for sooner or later it will offer me 
al opportunity to get out at a profit.” 
Many examples might be cited to show 
that this type of optimist would require 
a long purse and infinite patience in order 
to make good his assertion. 

Imagine how this theory would work 
with one who bought U. S. Rubber at 
143 in 1920, or Marine Preferred at 87 
in 1922, or Atlantic Gulf & West Indies 
it 176 in 1920, or Virginia Carolina at 92 
in 1919. Also imagine the position of 

who sold short such 


this rule mechanically, and at the same 
time violate one of the other cardinal 
principles of trading, such as “buy dur- 
ing weakness.” It should be apparent 
that the purchase of a stock that has just 
advanced ten points cannot be protected 
consistently with a 2-point stop, for it is 
a common occurrence for such an issue 
to react from 4 to 6 points before it pro- 
ceeds with its advance. 

The accompanying illustrations will in- 
dicate our idea of the proper use of stop- 
loss orders. Suppose the solid line rep- 
resents the price movement of a certain 
stock that has declined from higher levels 
during a period of liquidation, has en- 


to selling pressure 
apparently re- 
this 


countered resistance 

at the 25-level, and is 
accumulated between 25 and 30. If 
issue is purchased at the favorable point 
“A,” as it advances from its rising sup- 
port level, the trade may be properly pro- 
tected by a stop at level “B,” a little be- 
low the bottom of its zone of apparent 
accumulation. In this case a stop of 
about 5 points is required. 

Suppose the trader prefers to post- 
pone his purchase until the stock shows 
sufficient strength to rise up completely 
above its zone of apparent accumulation, 
and buys at level “C.” As the price may 
either continue to rise, or experience one 

or more dips below the pur- 








stocks as Woolworth, Gene- 
ral Electric, Associated Dry- 
goods, and U. S. Cast Iron 
Pipe on certain past occasions 
when these issues “looked 
toppy,” and you will have a 
rough idea of what happens 
to the trader who “never 
takes a loss.” 

The outlook for the trader 
who will not take a loss is 
hopeless, for he operates on 
the theory that his position 
cannot be absolutely wrong. 
Next in order comes the 
trader who will not limit his 
because he hopes that 

market will take a turn 
for the better before he is 
ba‘ly crippled or completely 
wiped out. There is some 
left for this type of 
ra‘er if he will mend his 
ways, and accept the second 
carlinal principle enunciated 
ur thirty-fifth lesson, i. e., 
limt losses; place stops at 
technical danger points on 
all 'rades, and if the location 
of the danger point is uncer- 
fain use a 2-point or a 3-point 
slop, or await a better oppor- 
tunity, 

Like all good rules, this 
one must be properly inter- 
preied, and a little common 
sense must be used in its 
application. For example, it 





chase price before it finally 





The solid line 


indicates 


price trend of a 
stock under ac- 
cumulation fol- 
lowed by 
The 
dotted line 
dicates the pos- 
sible action of 
stock 
following some 
sudden, unfore- 


advance. 


the same 


proceeds with its advance, it 
is logical also to protect this 
trade at level “B,” requiring 
a stop about 8 or 9 points 
away from the purchase 
price. Only in the case where 
the purchase is made during 
one of the dips to around 
an level “D,” is it logical to 
operate with as small a stop 
in- as 2 points, because the 
proper place for the stop is 
at a level that will represent 
a probable complete change 
in the character of the move- 
ment and indicate new weak- 


the 


seen, unfavora- 
ble development, 
and indicates 
why it is wise 
to place a stop 


ness not theretofore apparent. 
The trader who purchased 
at “D.” “A” or “C” 
that the stock is about to 
= . advance. A _ reaction from 
at “B” to avoid pr 
: . about the level “C” need not 
serious loss in ; 
concern him unless it goes 
the event of - “we 
far enough to indicate that 
such a sudden - : 
former buying support 


the 

sham. is entirely withdrawn, and 
some new weakness has de- 
veloped. This is sometimes 
difficult to determine from 
purely technical considera- 
tions until the price has 
broken through the level “B.” 
However, if some _ sudden 
fundamental development of 
an unfavorable nature be- 
comes apparent to the trader 
at the time the stock reacts 

(Please turn to page O45) 


believes 











would be useless to apply 
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Are Electric Railways on the Road 
to Prosperity? 


What the Revival of Interest in Their Securities Indicates 
—The Dissimilar Outlook for Various Traction Groups 





it was the policy of in- 
vestment bankers to 
speak of public utility prop- 
erties in terms of just how 
little they were dependent on 
electric railway operation. 
Need anyone ask the reason? 
How could public utility se- 
curities otherwise be sold 
when security buyers were 
as one in the belief that 
profits from traction opera- 
tions would always and for- 
ever be a minus quantity? 
But that was last year. We 
now have the spectacle of 
traction issues featuring the 
market in their price ad- 
vances and investment bank- 


Jie: twelve months ago 


SALIENT FACTS ABOUT THE ELEC- 
TRIC RAILWAY INDUSTRY 


1923 was a record year from the stand- 
point of: 
—Number of cars in service, 
—Number of car miles run, 
—Number of passengers carried, 
—Amount of gross revenues received. 

But net profits were smaller than in the pre- 
vious year! 

And there was no increase in miles of track 
operated! 


amount received in the way 
of gross revenues. The in- 
crease was not at all great as 
compared with the previous 
year, however, but merely 
served to show that the in- 
dustry as a whole was mak- 
ing some headway. 

Total revenues of com- 
panies representing something 
like 80 per cent of the in- 
dustry showed an increase of 
28 per cent. But operating 
expenses increased 3.9 per 
cent, and operating ratio rose 
from 72.8 to 73.7, indicating 
the prevalence of unfavorable 
operating conditions. These 
were the high cost of labor 
(which constitutes nearly 45 
per cent of operating ex- 





ers jockeying for positions 
of vantage in the expected 
demand for the new money 
on the part of traction com- 
panies. What a change in 
one year’s time! 

To some extent it has been 
justified. There can be no 
doubt about that. Many trac- 
tion companies are now ac- 
tually making money on their 
junior stock issues from their 
operations and the outlook 


The motor bus has been pressed into ser- 
vice to such an extent that: 
—I115 electric railway companies now use 

them as feeders or auxiliaries, 
—1l3 bus lines have altogether replaced 
electric railway systems, 
—5 electric railways now operate track- 
less trolleys. 


penses) and higher com- 
modity prices particularly in 
the first half of the year. 
As a result of unfavorable 
operating conditions, net reve- 
nues declined compared 
with 1922, the total decrease 
amounting to approximately 
0.4 per cent. Part of the de- 
cline may be attributed to the 
fact that average fares were 
slightly lower last year than 





for certain divisions of the 
industry is better than it has 
been for the past five years. 
This is particularly true of 
the subway or elevated sys- 
tems such as in Chicago, Bos- 





Of the 13 bus lines which have superseded 
trolley systems, 9 are operated by the old 
street railway company! 


the year before, as indicated 
by the accompanying graph, 
which also resulted in a 
smaller proportionate in- 
crease in gross revenues than 
in the number of passengers 
carried. 








ton and New York. The 
steady increase in passenger 
traffic over these systems and the steady 
decline in operating costs within recent 
months have meant sizable increases in 
net income. Higher fares have also done 
much to improve conditions in_ this 
division of the industry in several cases, 
but even in New York where the fare is 
still 5c, the subway and elevated systems 
have apparently gotten back on a profit- 
able operating basis. 

It is this improvement in the New York 
traction situation that has probably had 
greater effect on all traction security 
prices than any other single factor. The 
public evidently has reasoned that im- 
provement in one quarter or in one di- 
vision of the industry should be shared 
by all other divisions. Which is about 
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the same as believing that because one 
company in an industry is making money, 
all the others should be doing likewise. 


Last Year’s Results 


A great deal in respect to the traction 
situation is to be gleaned from an analysis 
of results from last year’s operations, the 
statistics of which have been compiled by 
the American Electric Railway Associa- 
tion. These statistics show that in 1923 
the electric railways did a larger volume 
of business than in any other period of 
their history measured from more than 
one angle. It was a record year from 
the standpoint of the number of cars 
operated, the number of miles run, the 
number of passengers carried and the 


The most significant <e- 
velopments, however, are to be found from 
a comparison of other figures. For one 
thing, there was a substantial decrease in 
the number and capitalization of companies 
going into receivership, and an increase in 
the number and capitalization of com- 
panies emerging therefrom. Then there 
was a decided increase in the miles of 
track rebuilt, a small increase in the miles 
of new track laid and a marked decline in 
the number of miles of track abandoned 
during the year as compared. with 1922 
and the four preceding years. These are 
the real indications that the industry has 
at least stopped its downward plunge into 
total bankruptcy. The fact that there was 
still no increase in the total number of 
miles of track operated, is evidence 
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enough that the tractions 


traction properties. It has 





must yet give proof that 
their’s is an expanding in- 
dustry. And unless an in- 
dustry is expanding it 
cannot be said to have 
_ any degree of real pros- 
perity. 

But to get back to 
operating statistics. The 
1923 operating results 
show other things of in- 
terest to the investor such 
as the fact that conditions 
varied in different parts 
of the country and most 
decidedly in different di- 
visions of the industry. 
While the traction sys- 
tems or surface lines of 
the various large cities 
showed a smaller increase 
in net operating revenue, 
their net income after all 
charges was greatly re- 
duced. Interurban lines 





A Practical Index of the Traction Situation 


Miles of 
Track 
Abandoned 


Miles of 
Track Rebuilt 


854 
740 
615 
362 
391 
155 
375 
NF 
NF 


Miles of 
New Track Laid 


*Figures not available for these years, but are esti- 
mated to have been practically nil since they were not 
sufficiently large to warrant a compilation. 


NF—Not available. 





been pointed out that the 
Electric Bond & Share 
Company, which is one of 
the largest holding com- 
panies in the public utility 
industry and one which 
until lately confined its 
operations to electric light, 
power and gas properties, 
is now the owner of 
the New Orleans Railway 
& Light Company, the 
Memphis Street Railway, 
and several others of 
equal importance. Fitkin 
. & Company has purchased 
* control of the Northern 
Ohio Traction Company, 
and the General Gas & 
Electric Company has pur- 
chased the Salisbury and 
Spencer Railway. Evi- 
dently these organizations 
have faith in the traction 
outlook. 

A tabulation of statistics 


240 
540 
311 
538 
402 
531 


+ 














made the comparatively 
poorer showing, and the 
combined city and interurban lines were 
able to do fairly well. The explanation 
of this will be given later . 

There was also a distinct difference in 
results from the standpoint of size of vari- 
ous companies. Of the city systems, the 
largest did fairly well, while those of 
medium size showed substantial improve- 
ment. Small companies, that is those hav- 
ing annual revenues of less than $250,000, 
continued their downward plunge toward 
absolute and final obscurity. The large 
size interurban systems made the best 
showing in their group with the smaller 
companies operating at a still greater 
deficit. 

All of which should certainly indicate 
to the reader that the outlook for one 
traction company or one group is no indi- 
cation of the outlook for another. 


Recent Developments 


Since the first of the current year there 
have been several important changes in 
the general traction situation. Average 
fares have been increasing. The figure 


is now back to 7.43c. compared with a 
previous average at but 7.31. This will 
mean a fair-sized increase in total gross 
revenues for the current year, and will 
help to remove one unfavorable operating 
condition. Commodity prices have been 
going lower which will also be of benefit 
to the traction companies. The cost of 
labor, however, is still at a high point and 
cannot be expected to decline. 

An increase has taken place in the buy- 
ing of new equipment and in the laying 
of new track. It is yet too soon to tell 
how great this increase will be for the 
entire year, but the number of orders al- 
ready placed for various items are in ex- 
cess of the total placed for the whole of 
last year. Many companies are now push- 
ing an actual campaign of reconstruction, 
in the firm belief that a period of better 
times and increased traffic lies imme- 
diately ahead. 

Some authorities place a great deal of 
significance on the fact that large holding 
companies and investment bankers have 
been recently buying control of various 


for the past year shows 
115 companies operating 1,110 buses as 
co-ordinated branches of their systems, 
and 5 electric railway companies operat- 
ing trackless trolleys. Street railways 
have been entirely replaced by buses 
in 13 different localities. Since the first 
of the year there has been a remarkable 
increase in the number of buses in opera- 
tion, which signifies that the present ten- 
dency is toward the motor bus where it 
can be used to advantage. 

In this connection it is interesting to 
note that of the 13 bus lines which have 
actually replaced trolley systems nine 
are being operated by the old company. 
This will probably be the ultimate out- 
come of the present controversy between 
the bus and trolley companies. The trol- 
ley companies, which are better estab- 
lished, will no doubt gradually gain con- 
trol of bus operation even where it is now 
conducted by independents, and _ there 
seems to be little cause for alarm lest 
bus competition will mean the ruination 
of present traction organization. 

(Please turn to page 659) 
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AVERAGE RATE OF CASH FARE CHARG- 
ED BY ELECTRIC RAILWAYS BASED ON 
RATES IN EFFECT IN 288 CITIES 






































1918 1919 1920 


(tT 


92IND J FMAMIJASONDJSFMAMIJASONDJS FMA 
‘192)-"— 1922 on 1923 


MJdJ 











1924 ! 














for AUGUST 16, 1924 




















Am. Zinc, Lead & Smelting Co. 





American Zinc 
Still Suffering 

from Financial 
Shell Shock 


Paid Fantastically High Prices for 


Acquisitions During War Period— 
Severely Hit by Decline in Spelter 


Market—The Outlook 


AR prosperity proved to be too 
much for American Zinc, Lead & 
Smelting. In the case of an indi- 
vidual the resulting condition would be 
described as shell shock. In the case of 
a corporation perhaps financial shock is 
as good a descriptive term as any. The 
flood of war profits which the company 
enjoyed in the years 1915 to 1917 turned 
that corporation’s head, if it be possible 
to turn the head of a corporation. Un- 
wise expansion followed, as happened in 
hundreds of other similar instances, and 
when the war ended and the price of zinc 
collapsed, American Zinc found itself 
saddled with a considerable debt and an 
aggregation of newly acquired properties 
for which, as appeared in retrospect, fan- 
tastically high prices had been paid. 
Prime Western Zinc or Spelter, as the 
trade knows the metal, in 1914 sold as 
high as 6.20c. a pound and as low as 4.75c. 
The average for the year was 5.30c. The 
following year spelter touched 27'%c., 
probably the high price for many years if 
not for all time, and in 1916 reached a 
high of 21.17c. This was a golden period 
for American Zinc. From a company 
which had showed more or less indiffer- 
ent results since its incorporation in 1899, 
American Zinc blossomed out into a full- 
fledged war bride. In 1915 the company 
showed nearly 110% on its common stock 
and in the following year approximately 
1874%.%. The common got up to nearly 
30 per share while the preferred came 
within hailing distance of par at 977%. 
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Zinc mining in the Rockies. 








A typical mining community 


at Gilman, Colorado 


The American Zinc, Lead & Smelting 
Co. is a combination of nine concerns 
engaged in the production and manufac- 
ture of zinc. These companies are con- 
trolled through stock ownership. In the 
Joplin district, the company owns in fee 
simple about 32,160 acres of land and its 
principal operations are at the Davey 
property which includes 655 acres and 
the Vogey mine, a 40-acre tract in the 
Porto Rico district which began opera- 
tions in 1909. There are also many mines 
operated on the company’s land in the 
Granby district under the lease on a roy- 
alty basis. 


The Granby Purchase 


This brings us to the purchase which 
is one of the main reasons for American 
Zinc’s present unsatisfactory position. 
Swollen with prosperity, in 1916 Ameri- 
can Zinc purchased all the assets of the 
Granby Mining & Smelting Co., consist- 
ing of approximately 30,000 acres of min- 
eral lands in the Joplin district, Missouri, 
10,000 acres of coal lands in Illinois, a 
coal zinc smelter at Granby, Mo., to- 
gether with all of Granby’s quick assets, 
including cash, ores, spelter, sulphuric 
acid, etc. For these properties American 
Zinc paid approximately $8,000,000, of 
which $6,000,000 was cash. The Granby 
Co. of Maine (all of whose stock is 
owned by American Zinc, Lead & Smelt- 
ing) assumed $2,000,000 first mortgage 
bonds of the Granby Mining & Smelting 
Co. This purchase turned out to be very 
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ill-advised. As a matter of fact, consid- 
erably harsher terms have been used by 
others in designating it but it is not our 
province to deal in recriminations. As it 
turned out, American paid a “sucker” 
price for Granby’s properties and they 
have proved to be an old-man-of-the-sea 
around the company’s neck. 

Three economic factors contributed to 
the unfortunate results. The first was 
the rapid decline in the price of spelter 
following 1916, as shown by the follow- 
ing average prices for the period under 
consideration : ° 


Year’s 

Average 

Price 
EAR een ee 14.44c. a Ib. 
Di tAthiadavuaradkunenngue ae” ~ 
Dit .Cicccibaevsdheadanee 9ile. * * 
Chel Lewisianeedetetedun —_~ = 
Ea ea a—_- 
Poni tng daca adhs enone a.” = 
eee 


Moreover the high war-time prices for 
spelter stimulated production to an ab- 
normal degree. It requires comparatively 
small capital to go into the spelter pro- 
ducing business, and hordes of small 
would-be capitalists invaded the field. 
This, in conjunction with the greatly in- 
creased capacities of existing producers, 
flooded the spelter market. The Okla- 
homa gas zinc smelters, on account of 
their low costs enjoyed a big advantage 
over the old-style coal smelters. There 

(Please turn to page 651) 
































Trade Tendencies 











More Signs of Business 
Improvement 


Commodity Prices Up—Gains in Industry 
Small But Upward Trerd Is _ Distinct 





STEEL 











Improvement Noted 


INCE the early part of July, the steel 
- industry has experienced a progres- 
sive, weekly increase in buying orders 
which, though moderate, nevertheless in- 
dicates rather definitely that the industry 
has finally reached the turn. These gains 
are the more worthy of note in that they 
include practically all items, although 
rails and structural steel are in most 
active demand. The mills have been con- 
siderably encouraged by the revival of 
consumer interest and, in a number of in- 
stances, have increased operating sched- 
ules. The average rate or steel-mill out- 
put is now approximately 45% of ca- 
pacity compared with 40% a month back. 
There has been no departure from 
hand-to-mouth buying, however, nor is it 
likely that there will be in the near fu- 








COMMODITIES 
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mills to increase operations. 
Prices unchanged. 


Zine ore advances. 
situation. 
active at rising prices. 


ment. 


in better demand. 
in fall. 


reduced July output. 
proved inventory position. 


reduction in stocks. 


operations an added stimulus. 








THE TREND IN MAJOR INDUSTRIES 


STEEL—Moderate but consistent gain in demand for steel encourages 
Improvement fairly well distributed. 


METALS—Prospect of European settlement stimulates copper market 
and leads to sharp recovery in prices. 


OIL—Price cuts continue as production holds up. 
heavy stocks and making little progress toward rectification of this 


TEXTILES—Conditions beginning to improve. 
Woolens resting after recent buying move- 


LEATHER—Sustained firmness in hides being communicated to leather, 
although conditions in latter industry are still irregular. 


MOTORS—Manufacturers preparing for anticipated revival of sales 
Reduction in surplus stocks places dealers in better position. 
TIRES—Unexpected expansion in tire manufacturing schedules follows 
Dealers buying more freely as result of im- 


PAPER—Paper markets affected with summer dullness but underlying 
conditions encouraging. Mill curtailment has permitted considerable 


COAL—Declining consumer reserves presage early recovery in soft 
coal industry. Prices showing considerable stability. 

COTTON—Unfavorable weather reports and lowering of Government’s 
estimated yield cause strength in raw cotton. 


SUMMARY—Indications of expected fall revival in business are multi- 
plying, although actual gains are not large and irregularities are 
the rule rather than the exception. 
of agricultural products a material factor in reviving confidence. 
Commodity price level tending upward again. 


Lead in strong position. 


Industry carrying 


Silk and cotton goods 


Footwear 


Resumption of mill 


Marked improvement in prices 

















ture, since the conditions leading to such 
ordering still obtain. Steel prices are no 
longer declining actively but the ten- 
dency toward unsettlement in many items 
leads consumers to adhere to cautious 
policies. Moreover, purchasers are in no 
fear of delayed deliveries under existing 
conditions in the transportation field. Un- 
til more decided evidence of buying 
against future needs develops, therefore, 
steel mills will probably permit opera- 
tions to expand conservatively. 

Then again, difficulties in the oil indus- 
try and declining building operations 
would seem to indicate that steel com- 
panies’ main reliance for business during 
the fall months will be on the railroad 
companies and motor manufacturers. 
Altogether, it seems probable that, while 
steel companies have reason to anticipate 


better business, in the light of current 
conditions progress will be tempered with 
moderation. 





METALS 











Sharp Recovery 


The increasingly promising outlook for 
dissipation of Europe’s economic fog is, 
obviously, the primary influence back of 
the recovery in copper. Domestic con- 
sumption of the red metal has, in the 
main, been satisfactory despite the let- 
down in general business, the broad ten- 
dency of home demand being toward 


(Please turn to page 653) 
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SERVICE SECTION 


ANSWERS TO INQUIRIES, 


SUBSCRIBERS—ATTENTION! 


The inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which 


As a yearly 


you may be interested. The inquiries pre- 
sented in each issue are only a few of the 
thousands received—43,000 in 1923. The 
use of this personal inquiry service in con- 
junction with the Magazine should help 
you to get hundreds or thousands of dol- 
lars of value from your $7.50 subscription. 
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B. F. GOODRICH 
Earnings Not Impressive 


In February you recommended a switch from 
Sinclair then around 28 to Phillips at 32. I 
sold the Phillips at 39 and Sinclair dropped 
to 15. Your judgment was so good at that 
time that I am asking you now to advise me 
regarding B. F. Goodrich. Do not recommend 
a stock in place of it, but give me your opin- 
fon on should I continue to hold this stock 
through the rest of this year in expectation 
of obtaining higher prices for it?—E. R. L., 
Memphis, Tennessee, 


B. F. Goodrich for the six months 


ended June 30th, earned $2.51 a share on 
the common stock compared with $2.86 
a share for the same period of 1923. 
Earnings in the last six months, however, 
are not expected to be as -good, for prices 
of tires were recently cut from 15 to 20 
per cent. Competition in this industry 
is still very severe, and under the cir- 
cumstances we believe it will be some 
time before Goodrich will pay dividends 
on the common shares. General market 


conditions, however, are now favorable 


——:- —' 


Attractive Stocks Which Have Only 


and it is probable that Goodrich common 
will sell somewhat higher. As you do 
not care to switch into anything else, we 
would suggest retaining the stock at this 
time. However, you should watch con- 
ditions very closely and be prepared to 
sell the stock out when the present up- 
ward move in securities appears to be 
reaching its culmination. 

This publication will endeavor to in- 
form its readers when the danger point 
has been reached. 


Advanced Moderately 


While the Market Has Recently Scored a Substantial Advance 
Many Issues Are Still Selling at Relatively Low Price Levels 


I am now convinced that we are in a bull market, but, unfortunately did not purchase any stocks at the lower levels 


and am in a quandary as to what action I should take. 
advance and are now selling around their highest prices. 


7 hesitate to purchase issues that have already had a big 
Can you suggest any stocks that have only enjoyed a moderate 


advance and which are entitled to join in the upward movement.—H. 


We consider there are still many good buying op- 
portunities in the market. Several groups of stocks 
are still selling at relatively low levels and while it 
is true that these issues have advanced in price, they 
are still in the buying range. Due to large produc- 
tion, which has resulted in some price cutting, the 
oils as a group have lagged behind the market. 
Automobile shares are also far under the high 
prices reached in 1923 when conditions in that in- 
dustry were more favorable. Shipping shares have 
been depressed for the past few years and as this 
industry is slowly improving are likely to become 
more popular and advance in price. The same can 
be said for the shares of the harvesting machinery 
manufacturers. The stocks of several tire manu- 
facturing companies are still selling at low levels, 
but the situation in this industry is rather involved 
and most of the five issues are in a somewhat un- 
certain position. The textile industry has been 
passing through a very trying period but there 
are now many evidences that the corner has finally 
been turned. The following list of stocks seem to 
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E. D., Springfield, Mass. 


have good prospects for further enhancement in 
value: 


Dividend Payers 
American Woolen 
Phillips Petroleum 
Associated Oil 
Pacific Oil 
General Motors 
Advance Rumely, pfd. .......... 3 

Non-Dividend Payers 
Marine Preferred 
Willys Overland Preferred 
Maxwell Motor “A” 
J. I Case Preferred 
Houston Oil 


The above stocks are all classed as speculative 
and you should only place as much money in them 
as you feel you can afford to risk. In purchasing 
stocks of a speculative nature, it is well to diversify 
your holdings, rather than concentrate on one or 
two, thus lessening the risk factor. 
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OMAR OIL & GAS 
An Uncertain Speculation 


In the early days of my “investment” ca- 
reer in 1920, I pS 5 shares of Omar 
Oil and Gas at $8%. It is now selling at 60 
cents. I have held it in hopes it would sell 
up to $3 or $4 a share, but it seems to be 
permanently headed the other way. What 
ould you advise?—G. F. K., Philadelphia. 


Omar Oil & Gas in March, 1923, dis- 
posed of its holdings in the Bair Oil 
Company, Wyoming, and as a result was 
able to liquidate its indebtedness. As of 
June 30th, 1923, cash and securities on 
hand was reported as $778,229. In its 
own drilling operations the company has 
met with indifferent results and earnings 
have not been satisfactory. However, 
in view of the improved financial condi- 
tion and the fact that the 500,000 shares 
of stock are only selling in the market 
for $300,000, we do not advise you to 
accept the very heavy loss you have in 
this stock as there is at least a fair 
chance that ultimately you will be able 
to obtain a somewhat better price. 





INTERBORO 
Commissioner O’Ryan’s Warning 


_I notice that the New York Transit Commis- 
sioner O’Ryan issued a warning against specu- 


lation in the stock of Interborough Rapid 
Transit. I don’t regard myself as a specu- 
lator. I am a long-pull investor. I bought 


this stock—50 shares at 15, 25 shares at 20 
and 25 more at 25. It has been my plan to 
carry this stock along, for a friend tells me 
he believes it will go to $100 a share inside 
of a year. I have read a great many sta- 
tistics lately regarding the stock, but I can’t 
quite understand how to weigh them.—R. A., 
St. Louis, Mo. 

We feel that your friend has been 
somewhat over-optimistic in predicting 
a price of $100 a share for Interboro 
common inside of a year. In the first 
place, no dividend can be paid on this 
stock until 1926, and prior to 1950 the 
dividend is limited to 7%. For the year 
ended June 30th, 1924, Interboro did not 
succeed in fully recovering the Manhat- 
tan Rwy. rental, which under the terms 
of the modified lease provides for pay- 
ment of 4% on Manhattan Rwy. stock. 
If, after 1926, Interboro should pay more 
than 4% on the common stock, any in- 
crease would have to be shared equally 
with Manhattan Rwy. stockholders up to 
7%. While it is true that earnings of 
Interboro have shown steady improve- 
ment they have not yet reached a point 
where any consideration can be given to 
dividends on the common stock. More- 
over, the financial condition of the com- 
pany is weak. Of course, should the com- 
pany be granted any increase in fare, this 
would alter the situation materially, but 
it is anyone’s guess whether or not this 
will be done. In view of the uncertain- 
ties in the situation our suggestion is that 
you take your profits on 50 shares of 
stock. This would mark the price of the 
remaining 50 shares down to about $7 a 
share and you would be well protected 
against possibility of loss. After the 





Harrisburg, Pa. 


development work. 


slim hope. 





FEDERAL OIL COMPANY 
Reorganization Plan 


A few years ago | thought I would take a flyer in an oil stock, and unfortunately 
picked Federal Oil, which has apparently turned out to be a lemon. 
opinion is there any futire for the company, or will it continue to simply drift 
along and finally disappear, as has been the case with so many others?—R. C. C., 


Federal Oil Company owns oil leases in Kentucky from which it derives 
a small production, and also has leases in Kansas and Texas. 
years the company’s production has not been sufficient to cover expenses 
and development work, and as a result a succession of deficits have been 
reported. As far as we are able to determine, the properties of the com- 
pany do not appear to offer good prospects of yielding enough oil to place 
the company on a paying basis, although of course drilling for oil is an 
uncertain proposition, and there is always a possibility that ~~ 
success will be met with. Federal Oil also owns some property in : 
and early in 1922 an agreement was entered into with the Mexico-Sinclair 
Oil Corporation, a subsidiary of Sinclair Consolidated, whereby the Sinclair 
interests assume the payment of all bonds and other obligations, and cost of 
If production is obtained, Federal Oil is to receive 
22'\4% of the oil produced. Whether this property will prove to be of any 
value, only the future can determine. 
company is over a million shares of stock, which is to be scaled down 
under a reorganization plan which calls for the organization of a new 
company, stockholders to have the right to exchange 
stock for one share of new common, and 20 shares of preferred stock for 
one share of new 8% preferred. Upon completion of this exchange there 
will be 51,250 shares of common issued and 223,300 preferred. The 
stock cannot be rated higher than a gamble, as the only hope for the com- 
pany apparently lies in the possibility of discovering on its properties an 
important new source of production, and this appears to us to be a rather 


In your 


In recent 


exico, 


The present capitalization of the 


0 shares of common 








stock had had a very sharp advance in 
price Transit Commissioner John F. 
O’Ryan pointed out that the conditions 
surrounding the company did not warrant 
the high prices reached. We _ believe 
there is considerable ground for Mr. 
O’Ryan’s statement. 





BETHLEHEM STEEL COMPANY 
Long-Pull Possibilities 


Bethlehem Stcel has passed its dividend. 
The newspapers seem to think that the stock 
ought to go up. So far as I am concerned 
I am about ready to sell 100 sharcs that cost 
me 75% and switch it to something else. I 
am not only out about $3,000, but now my 
income from this source is to be cut off and 
I am naturally somewhat worried. I thank 
you for whatever you may be able to tell me 
and such advice you may give me regarding 
selling or holding on.—L. K., Brooklyn, New 
York, . 

Bethlehem Steel has already spent many 
millions in improving the recently ac- 
quired Midvale, Cambria and _ Lacka- 
wanna properties and plans to spend sev- 
eral million more for this purpose. As a 
result of the improvement to be made 
in these plants, the cost of production will 
be considerably reduced and this will be 
reflected in earnings of the Bethlehem 
Steel Company later on. The dividend 
was omitted because it was not earned in 
the second quarter and also because the 
company desires to maintain a _ strong 
cash position. We feel optimistic in re- 
gard to the future of Bethlehem Steel 
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and consider the stock to have good long- 
pull possibilities. However, it may be 
some time before dividends are resumed 
and, as you probably prefer to hold a 
stock that will give you an immediate re- 
turn, we suggest a switch to White Mo- 
tors paying $4 and selling around 56. 
White Motors is in very strong financial 
condition and, as for some time earnings 
have been largely in excess of present 
dividend rate, it is in a position to in- 
crease the dividend. 


AMERICAN BANK NOTE 
A Strong Company 


How is the American Bank Note Company 
farina? I have always considered this stock 
a first-class investment but it is very diffi- 
to obtain a quotation on itt ez- 


cult for me 
cept by putting the broker to a great deal of 
trouble. Is there some way I can keep in 


touch with this stock? Where is the market 
for it?—F. A. R., Norfolk, Virginia, 
American Bank Note common stock is 
listed on the New York Stock Exchange 
and is, as a rule, vey inactive, frequently 


not selling for days at a time. A recent 
quotation was 120 bid offered at 133. 
American Bank Note is a very strong 


company and earnings have been showing 
a steadily increasing tendency for a num- 
ber of years. For the six months ended 
Tune 30, 1924, $7.33 a share was earned 
on the common stock. Balance sheet as 
of Tune 30th, 1924, shows cash and mar- 
ketable securities on hand of 3.4 millions. 
Capitalization consists of 4.4 millions pre- 
ferred stock and 4.9 millions common, 
We consider the stock an attractive long- 
pull holding as earnings should continue 
on a favorable basis. If you do not wish 
to bother your broker in regard to attain- 
(Please turn to page 640) 
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Where Losses Come from in Banking 


Can Bankers Avoid Excessive Losses ?—Measures 
of Protection That Should Be Adopted—Im- 
portant Statistics Casting Light on the Subject 


VER since 1920, careful bankers, 
E all through the United States, have 

devoted more and more attention to 
the effort to “check up” on losses, and 
prevent them from being any heavier than 
they ought. In doing this, there has been 
an unusual amount of effort to analyze 
the sources of loss and to find out what 
causes may be assigned for shrinkage in 
bank assets, and how these may be 
avoided. Today, there is better analysis 
on this subject and more thorough 
assignment of risks than there ever has 
been before. Banking is a hazardous 
business, and there never will come a time 
when it is free of the danger of loss. If 
there were, the banking business would 
be a good deal more overcrowded than it 
is today. So, we must always expect to 
have to make allowance for a specified 
percentage of loss, and the main thing is 
to find out what is normal in this regard 
and then refrain from exceeding it if pos- 
sible. 


Can Bankers Avoid Excessive Losses? 


This statement seems to suggest that 
bankers can avoid excessive losses, a point 
as to which there has always been a good 
deal of dispute, because of the belief 
that many business losses cannot be 
allowed for in advance, and that the 
banker has to “take his medicine” along 
with the customer. Of course, there is 
a certain amount of justice in this view. 
In times of reaction or convulsion, when 
shrinkage occurs in all values, it is un- 
doubtedly true that the banker has to 
take excessive losses along with others, 
and it is naturally to be expected that, 
occasionally at least, these losses will fall 
so heavily on given bankers as to put them 
out of business. But as a rule, in a coun- 
try of many independent banks like the 
United States, it is possible to avoid ex- 
cessive losses by observing a compara- 
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tively few simple rules. The chief of 
these are enumerated in the accompany- 
ing table. 


1. No bank should allow its lines of 
credit to become concentrated, either in 
a small number of businesses or in a 
small number of lines of business. It 
Should endeavor to spread out its lines 
of business as much as it reasonably 
can, and it should avoid placing any 
large lines (in proportion to its own 
resources) with customers, unless amply 
protected, 


2. No bank should allow unsecured 
commercial paper to be carried in its 
portfolio, without having a direct con- 
tinuous knowledge of the customer’s 
business, evidenced by repeated state- 
ments turned in at short intervals. 


3. No bank should be content with 
the customer’s own statment, but should 
insist upon getting a substantial amount 
of collateral information, which should 


include both business and trade refer- 
ence. 


4. No bank should consent to “carry 
the business man,” after definite indi- 
cations of weakness have been shown. 
It should make plain to its customer 
that it expects prompt settlement of 
obligations, and that if this is not at- 
tained, it must protect its own stock- 
holders by enforcing its claims. Even 
when this means loss, the bank should 
not assume more than average risk in 
the hope of eventually “working out.” 
It should take its losses and cut short 
its risks. 


Regular Losses Unavoidable 


Even when these rules, difficult as they 
are to adhere to, are strictly followed, 
they will not safeguard against regular 
and moderate losses. An executive officer 
of a large New York bank was recently 
expressing satisfaction at the circum- 
stance that, during 1923, his bank had 








Table I. Operating 


Costs and Profits for 1922 of 





Gross Loans, Investments and Real 
Estate 

Average Loans, Investments and Real 
Estate 


GROUP II 
| $500,000 to $999,999 


$690,000 
(109 Banks) 


GROUP I 
up to $499,999 


$310,000 
(66 Banks) 








Percentages of loans, Investments and 
real estate 
SE Ce ne 
Recoveries on charged-off Assets... .. 
Losses: Loans and Discounts........ 
Securities 
Total Losses 
Net Addition to Profits from Opera- 
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TABLE II 


Abstract of reports of earnings, expenses, and dividends, of national banks for year 


ended June 30, 1923 


(In Thousands of Dollars) 














Total net 


Losses charged off 





Recov- earnings 
Net eries on and re- 
earnings | charged- coveries 
during off en 
year assets charged- 
} off 
assets 


Cities, 
States 
and 


Territories counts 





jes 
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| Net 
addition 
Total to 
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An On for- | 

bonds, Other eign ex- losses profits 
securi- losses change charged 

ties, ete. ef 
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Total U.S./ 312,826 








363,926 
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te profits | to profits 
to capital to 

and capital 
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Divi- 
dends to 
capital 
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capital 
and 
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179,176 7.47 




















ad to charge off only $5,000 on commer- 
ial paper. “Then you have been very 
idicious in your charge-off policy” was 
he reply of his companion. It is, of 
ourse, true that occasionally a bank has 

run of luck and avoids loss, but some 
risk is inherent in the business, and that 
means that it must be carried in the form 
of book losses. An interesting analysis 
made for the Controller of the Currency 
some time ago gives in Table II condi- 
tions during a representative year. 

It will be seen from these figures that 
or the entire United States the divi- 
dends declared by banks were only mod- 
erately larger than the losses charged off; 
or in other words, net earnings after all 
ordinary expenses had to be approxi- 
mately split in two, about 45 per cent go- 
ing to charge offs and about 55 per cent 
to net profits. This seems like a ter- 
rible sacrifice of earnings, and yet com- 
parisons from year to year show that it 
must be expected to run about in that 
way when business is in its present con- 
dition. Remembering that the capital 
and surplus of the banks involved in the 
above estimate was approximately $2,400,- 
000,000, it appears that the sum charged 
off during the year in question was near 
7 per cent of the total amount of capital 
ownership. 


Distribution of Losses 


In this particular the table, showing the 
distribution of losses as exhibited above, 


is especially interesting. It appears that 
of the general total of losses about three- 
fourths took the form of bad commercial 
paper, while approximately one-eighth 
was due to shrinkage in value of bonds 
and securities. Other losses, including 
theft and the like, came to approximately 
the remaining one-eighth, and included 
in this final eighth was about one and 
one half per cent on foreign exchange. 
It is evident that, although banks have 
proven to be rather unsuccessful bond 
buyers, and hence have always suffered 
more or less in their dealings in securi- 
ties, their most serious shrinkages have 
been produced by unwise loans to cus- 
tomers. Experience is, therefore, being 
analyzed by a good many banks as closely 
as possible to find out where these losses 
are heaviest and what is the reason for 
them. A study made by the Federal re- 
serve bank of Boston for the results of 
last year has lately been made public, and 
gives some interesting figures for banks 
of various sizes which reflect the vary- 
ing amounts of loss, in accordance with 
the resources of the bank. These may 
be summarized briefly in Table III which 
appears on the next page. 

It should moreover be understood that 
losses on commercial paper are by no 
means confined to country banks but that 
the city banks with their elaborate credit 
organizations are also obliged to “stand 
the gaff” to a very considerable extent 
although not in all cases as severely as 








All Member Banks in Federal Reserve District No. 1 





GROUP II | GROUP IV 


+1,000,000 to $1,999,999 $2,000,000 to $9,999,999 


$3,800,000 
(114 Banks) 
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the country bank which makes loans with- 
out getting real knowledge of the bor- 
rowers’ position. 


Developing Industries 


Perhaps the most interesting thing that 
stands out of the recent studies on this 
subject is the fact that only compara- 
tively few losses are incurred as a result 
of actually bad business judgment on the 
part of the banks with respect to the con- 
dition of a borrower at the time when 
a loan is made. The source of loss is 
found in the fact that loans are made in 
the expectation that business will keep on 
developing and being profitable on the 
same scale that has been found to hold 
good with comparatively limited opera- 
tions in the past. 

In some cases, the business man has 
not the organizing ability to handle a 
large business successfully, as he does a 
small one; in other cases he “gets into 
the game” a little too late, and at a time 
when the cream has been skimmed off 
and the industry is approaching maximum 
development, so that there is nothing in 
it even for the best of ability. In such 
circumstances, the bank is likely to have 
to take a heavy loss as a result of the 
fact that it is obliged to stand the de- 
terioration of inventories and shrinkage 
of values due to the making of sales 
under forced conditions. 


Particularly Serious When Capital Is 
Borrowed 


All these factors tend to be particu- 
larly serious in the case of a business 
which has been developed with borrowed 
capital, and they constitute the most se- 
rious origin of bank charge-offs. They 
can be avoided only through the exercise 
of extra care and judgment in determin- 
ing the purposes for which loans are 
sought. Where they are sought for the 
definite object of enlarging the scope of 
the business, and so making more money, 
the bank is being practically asked to go 
into business with the customer. The 
credit risk is then altogether too high, 
and wisdom dictates that, no matter how 
promising the enterprise may be, the 
banks should resolutely refuse them, or 
if circumstances are such that they must 
go in to some extent under penalty of 
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It is consequently 





losing _ profitable 
business or offend- 
ing customers who 
are regarded as 
really valuable, it 
should insist upon 
dividing the risk 
by taking only a 


TABLE III 


Comparative Operating Costs and Profits 


40 NEW ENGLAND COUNTRY BANKS HAVING LOANS AND INVEST- 
MENTS BETWEEN $3,000,000 AND $5,000,000 IN 1922 


a sensible measure 
to assume no risks 
above those which 
are inherent in the 
fundamental na- 
ture of the busi- 
ness itself. On 





part of the paper 
offered, the rest 


Average Loans and Investments 


1921 
$3,611,000 








being carried by 
other banks. If 
no other banks 
were willing to 
share in the risk 
in this way, the in- 
dication is strong, 
that the undertak- 
ing is not one that 
can be sanctioned 
by good business 
judgment or pru- 
dence. 

It is only by 


Net Earnings 


Dividends paid 





Recoveries on charged-off Assets...} 1. 0 0 


Losses charged off: 
On Loans and Discounts t - 
On Bonds, Stocks.and Mortgages.. 


Net Income available for Dividends. 


Surplus or Deficit for Year 


High Low Com. Figure 


Percentages of Loans and Investmts: % % % $ % 


3.8 -12 1.6 57,776) 3.5 


3.2 


3,611 
3 10,833 
25,277 


-.7 -25,277 


1.1 39,721 
9 32,499 
3 10,833 








High Low Com. Figure 


the whole, any 
practice which wil! 
protect the bank 
in fulfilling its 
functions is one 
that is to be com- 
mended even where 
it may tend t 
alienate the indi- 
vidual borrower 
who happens at 
any particular 
time to be unabl 
to conform wit! 
the bank’s require 
ments. 


1922 
$3,838,000 
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3,838 
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3,838 
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53,732 
30,704 
23,028 
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following out such 





In any case, th 





prudent practices 
that the banker 
a large measure of loss. 


can hope to avoid 
It has been 


pointed out that to a certain degree 
losses in banking are indeed inevitable. 


banker must lear 


to avoid losses wherever this can bh 


done. 


Will Politics Shake the Banking 
World in 1924? 


What Are the Uncertainties in the Situation? 


ITH the national conventions both 
W over, the question how far the 

banking system of the country is 
really involved in the political situation 
and what it has to fear from unwise at- 
tacks or proposed policies becomes im- 
portant. A few months ago, there seemed 
to be substantial reason for fearing that 
the banking question would again be 
dragged forward as a basis of controversy, 
but due to a variety of reasons, the dan- 
ger which was thus suggested has not 
materialized, or at all events has taken 
a new form. Nevertheless, there is al- 
ways more or less ground for anxiety on 
the part of the financial community, and 
the prejudices which have been aroused 
in all quarters as a result of the conven- 
tions and resultant platforms, therefore 
need careful consideration. 


Reassurance Furnished by Officials 


It is a notable fact that in even the 
“key-note” speeches uttered by Mr. Bur- 
ton at Cleveland and Senator Harrison 
at New York, promise was given that the 
Federal Reserve System is not to be dis- 
turbed. Mr. Harrison said that not one 
of its supports is to be withdrawn, and 
that the System is to be absolutely “let 
alone.” Mr. Burton referred to it in 
commendatory language, and promised 
freedom frém political influence in lan- 
guage which appeared to be uttered di- 
rectly in behalf of the present administra- 
tion. As for banking in general, both 
speakers give assurance that it as well 
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as business at large are to be regarded in 
a friendly way, and without attempts at 
“reform,” except where directly illegal 
acts are contemplated or undertaken. The 
platforms are, as usual, conveniently 
vague, but both evidently promise sound- 
ness and conservatism in the Govern- 
ment’s relationship to the Federal Reserve 
System. As to the rank and file of the 
commercial banks, it is reassuring that 
nothing is put forward that would appar- 
ently militate against their legitimate in- 
terests. Both platforms are, for obvious 
reasons, silent on branch banking, national 
bank circulation, the actual amendment 
of the Federal Reserve Act, the pending 
McFadden Bill and most other topics of 
direct or immediate current interest. Ap- 
parently it is not intended by either to 
allow the banking question as such to get 
a foothold in the campaign. 


Question of Farm Relief 


Less reassuring, but still in tolerably 
good position are the planks of the two 
platforms which have to do with farm 
relief. The Republican platform, aside 
from lengthy and vague _ generalities, 
merely promises whatever is necessary in 
the way of credit accommodation, while 
the Democratic is vaguely comforting so 
far as banking goes, but has very little 
of a specific sort to recommend, outside 
of the promise of necessary legislation 
designed to protect the farmer in ways 
that are not altogether clear. It is un- 
doubtedly true that elements in both par- 


ties, even although the platforms mask 
their point of view behind generalities, 
are disposed to undertake some extrem: 
legislation of the type that was offered in 
Congress at the last session; but the fact 
that they have not seen fit to offer a 
pledge of it in the platforms shows that 
they do not intend to allow the so-called 
progressive or radical element to rule with 
a high hand but are disposed to adher« 
to conservatism in policies. 

Such measures as the Norris Bill, the 
McNary-Haugen measure, and others, are 
still pending before Congress, and there 
is no reason why they should not come 
up and be pressed forward at the short 
session, as undoubtedly they will by the 
progressives. But the fact that no spe- 
cific pledge is given in the Republican 
platform for any such measure sufficiently 
indicates the point of view of those who 
are in control of that political organiza- 
tion, while the Democratic is unexpect 
edly and gratifyingly conservative and 
moderate on the whole issue. 


Factors of Encouragement 


One important factor of encouragemen! 
which is in no small degree responsibl 
for the more moderate outlook referred t: 
is the circumstance that the agricultura 
credit banks have turned out to be so dis 
appointing in their results. The stronget 
farm interests have found that they go! 
much more help from cooperative mar 
keting and financing, with the aid of th« 

(Please turn to page 662) 
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What This Record--- 
No Loss to Any Investor in 51 Years 
---Means to You 


| ae more than half a century careful in- 
vestors have been buying our Safe- 
guarded First Mortgages in the Nation’s Send Today for These Free 
Capital—without the loss of one cent in prin- Investment Booklets 
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HERE there is a defi- 

nite obligation to pay 
a certain sum at a specified 
time, the consistent accumula- 
tion of funds is very much 
facilitated. 


Our convenient arrangement 
to permit investors to purchase 
high grade bonds and stocks as 
they save possesses this strong 
incentive as well as other valu- 
able features. 


We should like to send a copy 
of our descriptive booklet to 
every serious minded man and 
woman who appreciates the 
desirability of providing today 
for the future. 


Ask for Booklet M.W.-254 
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Kingdom of Norway 


20-year External 


6% Bonds, 
due 1944 
(Payable U. S. Dollars) 


Foreign Government issues as a 
class have not participated in the 
general rise in prices to the extent 
of other types of bonds. 

The acceptance of the Dawes 
Plan should constitute the most 
constructive event occurring since 
the armistice and should furnish 
a strong stimulus to the foreign 
bond market. 

Norway is accorded a _ high 
credit rating among the nations of 
the world and we believe these 
bonds constitute a highly desirable 
investment medium. 

At 9714 and 
yield nearly 644%. 


interest, they 


Descriptive circular upon request 


GOODBODY & CO. 


Members New York and Philadelphia 
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THE TREND 
OF TRADE 


Conditions in our 
basic industries are 
always undergoing 
changes. A digest of 
current conditions in 
several important 
lines is given in our 
August financial let- 
ter. 


Copies to investors 
upon request 
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Customers’ 
| Securities 
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Booklet containing 
Customers’ Securities 
Records and our 
suggestions as_ to 
trading methods sent 
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67 aati many New York 
Telephone Rector 2810 


UPTOWN OFFICE 
Hotel Ansonia, 73rd St. & B’way 


Telephone Endicott 1615 





























HE enhanced buying 
power, due to the rise in 
prices of virtually all 

farm products, may be ex- 
pected to bring about greater 
consumption of manufactured 
commodities. A situation such 
as this should be reflected by 
gradual increases in the earn- 
ings of railroads, public utility 
companies and industrial cor- 
porations, resulting in a stead- 
ily widening public recognition 
of the stability underlying 
conservative securities of this 
class. 


Our diversified offerings of 
bonds and stocks of railroad, 
public utility and industrial 
corporations afford investors 
a wide variety of conserva- 
tive securities from which 
to make selections. Many of 
the issues are listed on the 
New York Stock Exchange. 


Write for Bond Circular 1597 


Redmond & Ca. 


33 Pine Street, New York 


Philadelphia Pittsburgh 
Baltimore Washington 


Members New York Stock Exchange 
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Guaranteed 


Railroad 
Stocks 


What they are and 
why they are an 
ideal safe in- 
vestment 


Send ‘or our explanatory Booklet 


“M”.9 and Graphic Colored Maps 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
New York 
Telephone Bowling Green 7040 


61 Broadway | 
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ing quotations for the stock, you could 
subscribe to some New York daily news- 
paper such as the New York Times or 
the Evening Sun. These papers publish 
in full the bid and asked quotations. 


CORN PRODUCTS 
Earnings Well Maintained 


I notice a big drop in Corn Products net 
carnings for the first siz months of this year. 
I have also noticed the way the price of corn 
has been jumping, but I am unable to figure 
out just how this is likely to effect the earn- 
ings and, of course, the market price of Corn 
Products stock. I am a holder of 75 shares 
and naturally am much concerned. Of course, 
it is the new stock to which I refer—L. M. 
D., Austin, Texas. 

There has not been a big drop in Corn 
Products earnings. For the six months 
ended June 30, net income after interest 
and depreciation was 5.4 millions as com- 
pared with 6.1 million for the same pe- 
riod of 1923. This is a relatively small 
decline and of no particular significance, 
particularly as comparison is with a very 
favorable period in 1923. In the past, 
Corn Products earnings have not been 
adversely affected to any important degree 
by an advance in the price of corn and 
we do not feel that this development is 
particularly unfavorable for the com- 
pany. We regard the stock as having 
good long-pull possibilities. 


HUPP MOTORS 
Switch to General Motors Advised 


What do you think of Hupp Motors? Would 
you advise me to hold on to twenty-five shares 
of this stock? I am not looking for unusual 
projit. I noticed the earnings in the second 
quarter showed a decline. Please tell me 
what you think of the prospects of Hupp 
Motor for the rest of this year and what I 
may expect in the way of dividends.—J. C. L., 
Chicago, Illinois. 

Hupp Motors for the six months ended 
June 30th only earned 73 cents a share 
on the stock. As a rule, the first half of 
the year is much more profitable in the 
automobile industry than the last half, 
but automobile companies this year expe- 
rienced a smaller demand for their cars 
in the Spring than was anticipated and, 
as prices were based on a large produc- 
tion, the margin of profit per car was re- 
duced. The outlook in the industry now 
appears improved and we believe the auto- 
mobile companies as a whole will do fairly 
well in the last six months. While Hupp 
stock has possibilities we consider Gene- 
ral Motors, paying $1.20 a share, a bet- 
ter holding and advise the switch. 


NEW HAVEN 


Remarkable Improvements in 
Earnings 


I have two hundred shares of New Haven 
Common which I have held for several years 
and which today is selling for just about 
what I paid for it. Do you think the im 
provement of New Haven will continue and 
that I would do well to hold it? Do you 
think it would be advisable for me to switch 
it to something like Erie or Texas & Pacific? 
—R. D. K., Lowell, Massachusetts. 


Earnings of New Haven have shown a 





if You Are An 
Investor 


Will it help you to have in 
convenient form 


Definitions which explain 


Income Bond — Adjustment 
Bond —Ctfs. of Deposit — 
Debenture Yield — 
Ex-Dividend? 


OUR BOOKLET 


Definitions of 
Bonds and Stocks 


gives these and many others 
in common use. We will 
gladly mail you copy on 
request. 
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Members New York Stock Exchange 


52 Broadway New York 
Telephone Broad 0257 
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remarkable improvement this year and it 
appears now that for the first time in 
several years the road will succeed in 
covering its fixed charges. The large 
deficits piled up in the past several years 
however, have weakened the financia) con- 
dition of the road to such an extent that 
dividends on the stock are a remote pos- 
sibility. Of course, in view of the pres- 
ent movement to consolidate the roads in 
the country into larger. systems, it is pos- 
sible New Haven will be taken over by 
some other road and this may result in 
a better price for the stock. At present 
levels, however, we regard the stock as 
highly speculative and consider Erie com- 
mon or Seaboard Air Line preferred a 
better holding. 


— 


WALDORF SYSTEM 
Operates Self-Service Restaurants 


What can you tell me about the Waldorf 
System? I seldom see anything in news- 
papers regarding it; in fact all that I ever 
hear is what I read in the annual report. 
What is your opinion of it as an investment? 
I have fifty shares and my broker suggested 
that I buy fifty more at current price which 
would give me a round lot.—G. V. K., South 
Bend, Indiana. 

Waldorf System operates 100 self-ser- 
vice restaurants located mainly in New 
England but extending as far west as 
Cleveland. While there has been no im- 
portant increase in earnings, still the im- 
provement has been steady and the busi- 
ness of the company is little affected by 
general business depression. For the six 
months ended June 30th, $1.20 a share 
was earned on the 441,810 shares of no 
par value common stock. We consider 
the stock to have good long-puli possi- 
bilities, for as new restaurants are opened 
earnings should gradually increase. How- 
ever, it is not good policy to concentrate 
on any single issue and instead of pur- 
chasing any more of this stock we sug- 
gest instead United Drug paying 6% and 
selling around 81. United Drug through 
its subsidiaries operates about 250 retail 
drug stores and also has 10,000 agents 
selling Rexall products throughout the 
country. Earnings are at the annual rate 
of between 8% and 9 dollars a share. We 
consider the present dividend rate well 
protected with possibilities of an increase 
later on. 


UNITED DRUG 
Satisfactory Earnings 


Please give me your opinion of United 
Drug.—C. T. New Haven, Conn. 

For the six months ended June 30th, 
1924, United Drug Company made a very 
encouraging showing, earnings having 
been equivalent to $4.12 a share on the 
common stock, compared with $3.62 a 
share in the same period of 1923. The 
greater percentage of the year’s profits 
are made in the last six months of the 
year and it is probable that for the full 
1924 year, United Drug will earn about 
$9 a share. The company has now fully 
recovered from the losses sustained in the 
deflation period of 1921, the only year 
since incorporation in 1916 in which sub- 
stantial earnings were not shown on the 
common stock. Results for the first six 
months are all the more gratifying in view 
of the fact that during this period there 
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Sent free 


This booklet contains the net 
of our knowledge gained from 
59 years’ experience in mak- 
ing first mortgage invest- 
ments without loss to a 


single customer. Mail the 
coupon for your copy. 


FACTS about safe 
[BONDS 


investor can afford to 
yee». the opportunity 

to secure a higher return with 
an even greater degree of 
safety, afforded at the present 
time by the best type of first 
mortgage bonds in the South. 


“How to Judge Southern 
Mortgage Bonds” contains the 
net of our knowledge gained 
through 59 years’ experience 
in creating First Mortgage In- 


vestments in Southern cities 
without loss to a single cus- 
tomer. 


With the aid of this booklet 
you can increase your income 
by selecting absolutely safe in- 
vestments yielding as high as 
7%. Be sure to read “How to 
Judge Southern Mortgage 
Bonds” before you make your 
next investment. Mail the cou- 
pon for your copy, today. 


Adair Realty & Trust Company 


The Souths Oldest Mortgage Investment House 
Healey Building, Atlanta, Ga. 


Philadelphia, 641 Land Title Bldg. 


Jacksonville, Adair Bldg. 





Established 1865 

REALTY & TRUST CO. 

Dept. J-10, Healey Building, 
tlanta, Ga 

Gentlemen: 


Please send me without 
charge or obligation a copy of 


our booklet, “How to Judge 
uthern Mortgage Bonds,” 


Protected 


First Mortgage Real Estate 


Bonds 





together with a descriptive 
circular of a first mortgage 





bond issue yielding 7%. 

















New Issue 


$200,000 


CHESTER COUNTY LIGHT AND POWER 


OF PENNSYLVANIA 
First Mortgage 6% Guaranteed Bonds 


Price 99 and Accrued Interest 


Further information is contained in a circular which may be had on request 
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Due June 1, 1954 
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$10.00 
Isn’t Much 
And Yet! 


$10.00 to spare is much better 
than being $10.00 short! It 
is at least enough, under the 
Prudence Partial Payment 
Plan, to start you on the safe 
road to 544% Guaranteed 
PRUDENCE-BONDS 
and independence. 

$10.00 monthly, or $15.00, or 
$20.00, or $30.00, or any 
odd amount—whatever you 
like—but don’t keep putting 
it off!—start putting it over! 
You'll also be drawing 54% 
interest on your money in the 
meantime. 


Mail the coupon! 


The PRUDENCE 
COMPANY, Inc. 


Under Supervisionof N.Y.State Banking Dept. 
NEW YORK BROOKLYN 
331 Madison Ave. 162 Remsen St. 


enneeesenecsssers TEAR OUT *teeeeeceresenes 


The Prudence Company, Inc. M.W. 50% 
331 Madison Ave., at 43rd St., N.¥.C. 
Gentlemen: Without obligation on 
my part please send booklet “The 
Prudence Partial Payment Plan” 
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Oliver B. Bridgman Charles L. Edey 


Eugene K. Austin 
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Accounts carried on conservative 
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attention. 
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was considerable price-cutting in various 
drugs. The 6% dividend on the common 
stock seems well protected with good 
prospects for higher dividends in years 
to come. The stock is a good long-pull 
holding. 


NATIONAL ACME 
Six Months’ Deficit 


What is the outlook for the business of the 
National Acme Company? I would be glad 
to have your advice regarding one hundred 
shares. I am willing to hold for a consid- 
erable period as I am one of the patient type 
and prefer to hold on rather than take a loss. 
I do not believe in switching from one stock 
to another in order to obtain a possible profit 
that would merely offset a loss in my hold- 
ings.—E. W. P., Lorraine, Ohio. 


Of course, if you are holding a stock 
(Please turn to page 660) 


CURRENT BOND OFFERINGS 


OR the week ending July 26, new 

bond offerings totaled 34.9 million 

dollars of which railroad issues rep- 
resented more than one-third of the total. 
During the week ended August 2, offer- 
ings totaled 87.1 millions, with state and 
municipal issues falling to the lowest to- 
tal so far this year. The most promi- 
nent issues offered were the equipment 
trust certificates and guaranteed notes of 
the Canadian National Railways Com- 
pany. Two other issues were also for 
large amounts, these being the 12 millions 
of Lehigh Valley R. R. Consolidated 
mortgage bonds and 20 millions of 6 per 
cent gold bonds of the Public Service 
Corporation of New Jersey. 

The demand for current offerings is 
exceptionally good, books having been 
closed in most cases very shortly after 
public announcement of opening. The 
Public Service bonds were bid for rather 
briskly, due to the fact that offering was 
made on a 6.35 basis which is unusually 
high in comparison with the yield to be 
secured from other issues of similar 
grade. Compared with an offering price 
of 96, the bonds are now quoted around 
97. The fact that a great number of 
issues are still being placed privately illus- 
trates the extremely favorable conditions 
that exist in the long-term money market. 











NEW BOND OFERINGS 
STATE AND MUNICIPAL 
Yield off'd 

Amount (%) 

St. Paul, Minn.... $2,133,000 3.75 +s 


Kansas City, Mo... 2,000,000 4. 
Pasadena, Calif..... 900,000 4.20-4.40 


FOREIGN 


Prov. of Brit’h Col. 2,000,000 5.00 
Prov. of Nova Scotia 1,500,000 4.85 
Prov. of Nova Scotia 2,000,000 4.20 
Can. National Rys. 20,000,000 4.40 
Can. National Rys. 9,375,000 44.75 


RAILROADS 
Northern Cen. Ry. 8,300,000 
Peor. & Pek. U. Ry. 3,200,000 
Lehigh Valley R.R. 12,000,000 
PUBLIC UTILITY 

qq ' N. J 

Wisconsin P. & L.. 2,250,000 
Duke-Price P. Ltd. 12,000,000 

INDUSTRIAL 


M. A. Hanna Co... 7,000,000 
Borden Mills, Inc.. 2,000,000 
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The investment posi- 
tion of its securities 
discussed in a special 
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Good — 
this year 


but how about next? 


You find this ques- 
tion continually aris- 
ing as you plan your 
investment pur- 
chases. 

We maintain a helpful 
information service on 
listed securities which is 
at your service. Ac- 
counts carried on con- 
servative margin. 


Send for our booklet on 
trading methods. 


Ask for MG-7 


(iistoim & (HAPMAN 


Members New York Stock Eachange 


52 Broadway Widener Bidg. 
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THE INSTALMENT PLAN— 
BLESSING OR CURSE? 
(Continued from page 595) 











savings growing, life insurance expand- 
ing, investment sums gaining, indicates to 
me that people as a whole are not exceed- 
ing their true-buying capacity because 
they buy many things on deferred pay- 
ments. 


“As a general practice, all credit buy- 
ing of consumable goods for personal use 
is to be discouraged. It takes risks for 
the sake of goods that have no offsetting 
prospect of production. It isn’t the pru- 
dent course. On the other hand, the ap- 
plication of credit, through the instalment 
device, to productive activities where it 
was not formerly available, is often a 
most helpful thing. It enables good man- 
agers to get possession of the machinery 
of production. They make production 
pay for the credit. The instalment method 
may even be a help to a poor manager, 
in that it is apt to result in liquidation of 
a debt that might not be managed other- 
wise. Deserving men often get access 
to credit through the instalment plan, who 
might not be able to get it in a lump. 


“By and large, instalment credit is 
justifiable if credit is justifiable. But 
as it makes easy selling and easy 
buying, it tends to the abuse of credit. 
Like other good things, it must be used 
in moderation and with discretion if it 
is to remain good.” 


When we come to consider the applica- 
tion of instalment or partial payments to 
the purchase of securities, we get an 
entirely different picture, for this is not 
spending, it is merely an admirable form 
of saving. Many a mickle makes a 
muckle, and frequently it is better to put 
the mickles into a good security than into 
a savings account, if it is possible. Some 
of the leading investment firms have 
adopted the partial payment system, and 
in so doing have performed a distinct 
public service. This plan allows the in- 
vestor to invest as he saves, and is an in- 
centive to saving, because it involves a 
definite method of approaching a worthy 
goal, viz., the ownership of a stock or a 
bond or a mortgage the denomination of 
which may be far in excess of the small 
investor’s cash surplus. It has been 
adopted not only by reputable investment 
houses, but by real estate mortgage con- 
cerns and especially building and loan 
societies. It has made it possible for the 
small investor to avail himself of invest- 
ment opportunities that were formerly re- 
served for the well-to-do only, and will 
increasingly make for the ownership of 
industry and the control of finance by 
the masses of the people. It is undoubt- 
edly a great economic adjuster and social 
stabilizer. Millions of “little fellows” who 
first encountered bonds through their par- 
tial payment Liberty Bonds during the war 
are now buyers of other securities by the 
same satisfactory method. 

By and large, the verdict of the jury 
is that instalment merchandising is a 
good thing in principle, easily susceptible 
of abuse, and exceedingly abused in prac- 
tice. 
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Third Avenue 
Railway Co. 


First Ref. Mortgage 4s 
DUE 1960 


At present prices these 
bonds give a current in- 
come return of over 
6%2% and a yield to 
maturity of about 7%. 


We have prepared a cir- 
cular describing the issue 
which we will gladly fur- 
nish upon request for 


Circular M.W.—S58. 
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Investment Securities 


2 Wall Street New York 
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UNLISTED UTILITY BOND INDEX 


(IN ORDER OF PREFERENCE) 
POWER COMPANIES 


Invest- 
ment Bid 
Grade Price 
Appalachian Power Co, 7, 1986 (Non-Callable)...........B.. 104 
Indiana Power Co. 7%4s, 1941 cecocnsesocccesoososceuee EE 
Tennessee Power Co. Ist 5s, 1962......cccceccccsceceees:A.. 89 
Appalachian Power Co. ist 5s, 1941......eeeeeeee+: ecccecciice GE 
Alabama Power Co. Ist 5s, ccccceccccechns. 
New Jersey Power & Light Ist 5s, 1936............++- eooeeB.. 91% 
Parr Shoals Power Co. Ist 5s, 1952... ee 
Nebraska Power Corp. Ist 5s, 1949... 
Hydraulic Power Ist & Imp. 5s, 1951..........- ecccccces 
Penn.-Ohio Power & Light 8% Notes, 1980........+++++- 
Union Elec. Light & Power Co. Ist 5s, 1933 
Idaho Power Co. Se, 1947............++ ecccceccccocecose 
Texas Power & Light Co. Ist 5s, 1937.......-seeeeeeeeees 
Ft. Worth Power & Light 5s, 1931.. 
Central Ga. Power Co. Ist 5s, 1938. ........cccccceecees e< 
Electrical Development of Ontario 56, 1933 
Adirondack Electric Power Ist 5s, 1962...........se00% eeee 
Carolina Power & Light Ist 5s, 1938 
Madison River Power Co. Ist 5s, 1935.......+.+ 
Shawinigan Water & Power Ist 6s, 1934 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 
Consumers Power Co. (Mich.) Ist 5s, 1986...........++--+- 
Salmon River Power Ist 5s, 1952 
Great Western Power Co. 5s, 1946. ........0ses00- eeccvece 
Mississippi River Power Ist 5s, 1951............ coqecccocdbecs 


GAS AND ELECTRIC COMPANIES 


Burlington Gas & Light Ist 5s, 1955. ..........seeeeees ooB.. 88 
Twin State Gas & Electric Ref. 5s, 1953 « ae 
United Light & Railways 6s, 1952............-eeeeee- — 
Tri-City Railway & Light 5s, 1930..........-eeeeeeeeeees B.. 95 
Bronx Gas & Electric Ist 5s, 1960............+--. eeseousd A.. 89 
Dallas Power & Light 6s, 1919.......... cocceccece . . a 
Portland Gas & Coke Ist 5s, 1940.......... . 2 
Denver Gas & Electric Ist 5s, 1949..... aesegebotsavewess A.. 96 
Indianapolis Gas Co. Ist 5s, 1952 se a 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1989.,...... A.. 96 
Oklahoma Gas & Electric Ist & Ref. 7%4s, 1941 -- 102% 
Evansville Gas & Electric Ist 5s, 1932..........+.. cocceeeB.. 95% 
Cleveland Elec. Ill. Co. 5s, 1939 -- 99% 
United Light & Railway 5s, 1932 -- 1% 
Cons. Cities Light, Power & Traction Ist 5s, 1962..........C.. M71 
Houston Light & Power ist 5s, 1931........... ee a | 
Nevada-California Electric Ist 6s, 1946........... cvcceccece B.. 04 
Oklahoma Gas & Electric Ist Mtge. 5s, 1929 co ae 
Rochester Gas & Electric 7s, Series B, 1946......... contes OD 
Buffalo General Electric 1st 5s, 1939 ccccescescocehtes OBR 


TRACTION COMPANIES 


Galveston-Houston Electric Railway Ist 5s, 1954 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Northern Ohio Traction & Light 6s, 1926 - 
Knoxville Railway & Light 5s, 1946......... Seeeeecocesses Cc.. 
Columbus Street Railway Ist 5s, 1932.........--.eseeeees = 
Kentucky Traction & Terminal 5s, 1951 ° 
Detroit United Railway Ist Coll. 8s, 1941.. 

Nashville Railway & Light 5s, 1953.. 

Memphis Street Railway 5s, 1945..... eueboonseseoes eocadibes 
Schenectady Railway Co. Ist 5s, 1946.......-..-+++++ — a 
Topeka Railway & Light Ref. 5s, 1988........-..-++ ccockbee 


HOLDING COMPANIES 


American Power & Light 6s, Series A, 2016 — 95 
Standard Gas & Electric Co, 68, 1985........++++0++0 eoeeC.. 90% 92 
Penn.-Ohio Edison 6%s (notes), 1927 coccesesGee 6@& 100 
General Gas & Electric s. f. 7s, 1952. ......--+seee0s scone OF 101 
American Gas & Electric 6s, 2014..........-.++- socceeqncsens GR 964 
Middle West Utilities 8s, 1940 105 107 


TELEPHONE AND TELEGRAPH COMPANIES 


Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 -- 96% 97% 
Chesapeake & Potomac Tel. Co. (Va.) Ist 5a, 1943 -- 94% 96% 
Ohio State Telephone Co. Ref. 5s, 1944 -- 96% 97% 
Western Tel. & Tel. Collateral Trust 5s, 1932 om 98 


* Yield computed at the asked price. 
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[S THE MINORITY STOCK- 
HOLDER AS HELPLESS AS 
HE THINKS? 
(Continued from page 599) 











spirit of progress and national welfare. 


Speaking on this point, Mr. Lawrence 
Perenson said to the writer: 

“Notwithstanding that one would nat- 
ually suppose our work would lead us 
te regard big finance with pessimism we 
d» not feel that way at all. There are 
© course many cases where officers and 
drectors use bad judgment but the in- 
stances where they deliberately undertake 
t. defraud their stockholders are rare. 
(fficers and directors of most large cor- 
porations are hard working, honest men 
who give their best efforts to build up 
te equities for the stockholders whom 
they represent and through whom they 
hold their position. But there will always 
be exceptions and it is therefore neces- 
sry for someone to be on guard. It is 
our purpose to aid the minority stock- 
holder and we have decided to devote our 
best efforts to protecting the rights guar- 
aiteed to him under our laws.” 


A Stirring Vindication 


Judge Morris’ decision in the case Su- 
perior Oil against the Atlantic Refining 
is likely to have far-reaching effects. On 
one hand it tends to destroy any confi- 
dence which, to quote the late Colonel 
Roosevelt, “malefactors of large wealth” 
may have in the ability of their legal ad- 
visors to guide them through the meshes 
of the law. It also discredits the only too 
generally accepted theory that if you only 
have money enough you can “get away 
with anything.” On the other hand, it is 
a stirring vindication of the rights of 
the minority stockholder and shows him 
how, under expert and aggressive legal 
guidance, he need have no fear of the 
weight of money nor hostile legal talent 
no matter how great nor how able. 





SCHOOL FOR TRADERS & 
INVESTORS 
(Continued from page 627) 








from “C,” then he will not wait for his 
stop at “B” to be caught, but will 
promptly close out at the market, and 
perhaps get out with a loss of only a 
point or two. 


The insurance value of the stop at “B” 
is apparent in the light of the possibility 
that the stock may enter a sudden decline 
that will not be arrested until the new 

oe of accumulation “E” has been 
ieached. If the trader is not watching 
his commitment at the time the “bad 
news” comes out that causes the decline, 
he is automatically out of the market at 
‘B,” and free to reconsider the issue 
again at “E” if he chooses to do so. 


There are many other uses and arrange- 
ments of stops, which have been ex- 
plained in previous discussions, and to 
vhich we may have occasion to refer in 
the future. 
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How Much Interest 
Should Your 
Bonds Pay ? 


ERTAIN bonds, because of superlative safety, 
marketability and other qualities, bring the in- 
vestor but a very small return. Other bonds pay 
interest at a rate so high that the careful investor says 
“They can’t be high grade.” There is a happy medium 
every estate builder should seek. The book “How 
Much Should Your Money Earn?” discusses this mat- 
ter and gives good rules to fol- 
low. Acopy will be sent to any 

investor upon request. 


7% First Mortgage Bonds 
offered by Caldwell & 
Company embody definitely 
superior features of safety 
made possible by the nor- 
mally strong demand for 
* money to finance the steady 
Sect: Aa - growth of Southern Cities. 
Pes 2 * ree 


82) Caldwell & Co. 


INVESTMENT BANKERS 


Your name and address Southern Municipal, Corporation and Mortgage Bonds 


lowwill : ; 

es. 732 Union Street Nashville, Tenn. 

tary copy of this book, OFFICES IN PRINCIPAL CITIES 
Please send me, without obligation 


“HOW MUCH SHOULD YOUR MONEY EARN” and Current Offerings 








ADDRESS 

















We invite correspondence from 


Investment Bankers 


desiring to obtain security issues 
of Power and Light Companies 
of sound financial condition 
and established earning power. 


Electric Bond and Share Company 
(Paid-up Capital and Surplus, $60,000,000) 
71 Broadway New York 


























INVEST IN A “Stock Marker Averaces- 
“Public Servant”’ 1920 1921 1922 1923-1924 


With a Long Record > anal 


of Prosperity and Profits ~A ComBineo 

oF 7RR.E25 wos 
We have prepared a Special Letter 
describing an exceptional investment 
in the capital stock of a well known 
enterprise which for many years has 
been a leader in its field. It supplies 
a constant and public demand and 
wields far-reaching power in its com- 
munity. This security possesses the 
following attractive features: 


1. Current Assets 10 times 
Liabilities. 

2. Net Profits for last 3 years 
have ranged from $17 to $26 
per share. 

. Book Value around $258, per 
share. 

. Reserves of a liberal character 
are charged off annually. 

. Generous dividends paid regu- 
larly. 


























‘e offer an unsold portion of this 
stock at an attractive price. 


“eerie MARKET STATISTICS 


N. Y. Times 

rm N. Y. Ti Dow, Jones Avgs. ——50 Stocks —— 
Lynch & McDe oit 40 Thar 20Indus. 20Rails High Low Sales 
7 Pine Strect New York | phursday, July 24...... 81.60 9936 90.10 9285 91.62 


Telephone Rector 7952* Friday, July <5. janet . ; 99.60 $0.40 $2.74 9181 
Cc u A a le ed 

mee nog July 28 ‘ 101.09 90.36 93.45 

Tuesday, July 29........ 5 100.87 90.04 = : 

Wednesday, July 30..... 42 101.16 89.80 3.6: 

Thursday, July 31 , 102.14 90.08 94.11 

Friday, August 1 a 102.12 89.87 94.73 

Saturday, August 2 a 2. 90.02 94.69 


3.2 89.79 95.36 
Monday, August 4 “ 80.78 95.02 


THE : 
F % Tuesday, August 5...... 22 2.52 2 3. 
(HATH Wednesday, August 6... 8111 102. 80.73 94.85 897,037 


AND 



































Average Price of 40 Bonds 
6 6 ‘17° 19 — 1920 1921 19221923 — 1924. 
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8 Industrials. 

4 Street Rail 

2 Public Utilities. 
ipal. 


OF THE 
A Naries Wids Service 0.5. Government Bond Averages 


24 1922 _ —. » 














For more than a century this Bank has 
constantly widened its facilities and 
extended its banking ar ae “| 

the mere question of growth, 
yo , has been the tradition o; 
an individual attention to the re- 
quirements of its correspondents 


Correspondence cordially invited. axable 
200 Million Dollars Resources 
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“fod of 122 | TREND OF OUR STANDARD PLAN PROFITS 


: pay ae a. (178 POINTS IN 122 DAYS IN 10%IS STOCKS ) 
ating in m 
to 15 stocks under Sots 
our Standard Plan, 

- our Associate 
Members now 180 
have NET profits 
of 178 points, ac- 
tually taken. 


The graph here- 
with shows the 
trend of our Stand- 
ard Plan profits 
over the entire 
campaign w hich 
began April Ist, 
and ended August 
2nd, 1924. Part 
of the campaign 
(April-May) was 
on the short side, 
as indicated by the 
arrows. 









































90 
Does this record 
mean anything to 80 
you? Suppose 
YOU had been 70 
following our rec- | | 
ommendations — 60 a Nh nd Lala 
consider the prof- | 


its which would 50 = 
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$10,000 or over a ot a a Se | 
which you desire 20 | | 


a. Sasse a | cone = eve dedi 
through conserva- 10 Kloxc seeehee SHORT:='eee Geetess _" = 


tive market opera- 


tions, our Service O10 20 30 10 20 30 10 20 30 10 20 30 10 
offers you such an ———_ APRIL —— MAY" J UNE" JULY ——“- AUGUST 


opportunity. Let —i1924— 
us add our judg- —————I~— . . 
ment to your own. The coming months will bring forth many important developments 
and new opportunities in the market. Place yourself in a position to take advantage 
of these under expert guidance. 

The cost of an Associate Membership in the Staff Service is $500 a year, payable $125 quarterly 
in advance. We offer herewith a special three months’ trial to those using the coupon below. We 
feel that we can thus demonstrate to you the value of this Service as a permanent investment. 


Send in the coupon TODAY. 
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couPpon— — — — - —-——-—---—--—- 
THE RICHARD D. WYCKOFF ANALYTICAL STAFF, 
42 Broadway, New York, N. Y. 
Gentlemen :— 


Enclosed herewith find my check for $125 covering special three months’ trial enrollment in the Analytical Staff Service, 
advices to begin at once. 
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Conservative 
Investments 


List of current 
offerings on 
request. 


Tobey EKirk 


Members N. Y. Stock Exchange 
25 Broad St., New York 























J. K. Rice, Jr. & Co. 
BUY AND SELL 


American Cyanamid 
American Alliance Ins. 
Bond & Mortgage 
Bucyrus Company 
Carolina Insurance 
Cinn., Ind. & West Pfd. 
Continental Insurance 
Cons. Gas Pfd. 
Celluloid Company 
Electrical Util. Corp. 

E. W. Bliss 

Fidelity Phenix Ins. 
Franklin Fire Ins. 
Hocking Valley Ry. 

J. G. White & Co. Com. 
Hanover Insurance 
Mercantile Stores 
McCall Corporation 
Singer Manufacturing 
Union Ferry 

Virginian Railway 
White Rock Min. Spgs. 


J. K. RICE, JR. & CO. 
36 WALL ST., N. Y. 
Phone John 4000 to 4019 














Over-the-Counter 


IMPORTANT ISSUES 


Quotations as of Recent Date* 


Aeolian Co. pfd. (7) 
Aeolian Weber 
Aeolian Weber pfd. (7).... 65 
Allied Packers 
Pr. Pfd. 
American Arch (5P) 
American Book Co. (7) 
American Cyanamid (4P)... 
Pid. (6) 

Amer. Thread pfd. (5%)... — 4% 
Amer. Type Founders (7). .1061%4—107% 
Pfd. (7) 104 —.. 
Atlas Portland Cement (4).. — 92 
Babcock & Wilcox (7)...... —125 

Barnhart Bros. & Spindler: 
Ist Pfd. (7) G 
2nd Pfd. (7) G 
ee ee 
Pid. (6) 
SN GA, nccaxcescesanes 
yy ES sr 
Celluloid Co. (6) 
Congoleum Co. pfd. (7).... 
Crocker Wheeler 
Pid. (7) 
Cushman’s Sons, Inc. (3)... 5 
Ist Pfd. (7). 
2nd Pid. (8) —100 
Eisemann Mag. pfd. (7).... — 47 
a a eee 80 — 90 
Ide (Geo. P.) & Co., Inc.... 9 — 12 
Pfd. (8B) Y%— 80 
Jos. Dixon Crucible (8) —138 
Ingersoll Rand (8P) —250 
John-Manville, Inc. (3P)... —108 
Lehigh Port’d Cement (3).. 59 — 60 
os fe 53 — 57 
Pfd. (7B) —118 
National Fuel Gas (5P)....100 —103 
Nat’l Licorice Co. (5P).... 75 — 80 
Pid. (6) —.. 
New Jersey Zinc (8P) 150 —153 


—103 
— 91 
—130 
—107 
— 79 
—102 
— 62 
—100 
— 25 
— 75 
— 55 
—102 


Niles-Bement-Pond 

Pfd. (6) 
Phelps-Dodge Corp’n (4)...100 
Poole Engin’g (Maryand): 


Purity Baking Co. (3) 
Richmond Radiator Co. 

, Fer Se 80 
Royal Baking Powder (8)..135 

Pfd. (6) 
Safety Car H. & L. (8) 
Savannah Sugar (6) 

Pfd. (7) 
Sheffield Farms (6) 

Pfd. (6) 
Singer Mfg. Co. (7) 
Superheater Co. (K) 
Technicolor, Inc. .......s00> 
Thompson-Starrett (4) ..... 
United Bakeries 

Pid. (8) 
Victor Talking Mach. (8)...125 —135 
Ward Baking “A” 94 — 98 
Ward Baking “B” 

Pfd. (7) 
White Rock (K) 

2nd Pfd. (5) 

Ist Pfd. 
Yale & Towne (4P) 


* Dividend rates in dollars per share 
designated in parentheses. 

P—Plus Extras. 

A—Arrears of 27%% being discharged 
at rate of 7% annually in addition to reg- 
ular dividend rate. 

B—In arrears 16%. 

Guaranteed as to principal and dividend 
by Amer. Type Founders. 

x—Ex-Dividend. 

K—Dividend rate on this stock not 
established. 





active during the fortnight. Demand 

was particularly good for the bet- 
ter-known investment issues, several of 
which made substantial gains. 

American Type Founders: This stand- 
ard investment issue, which was first 
suggested for investment in this Depart- 
ment when it was available around $40 
per share, reached a new high for the 
movement of 107. The strength was, in 
some part, due to purchases made in an- 
ticipation of the issue’s being listed on 
the New York Stock Exchange, but there 
was additional basis for it in the excel- 
lent record, increased earning power and 
trade prestige of the issuing company. 

American Type Founders has grown 
steadily since its formation in 1892, and 
has paid dividends uninterruptedly since 
1898. In the period since 1918, shown 
earnings have increased from $446,000 to 
$991,000, and in view of the conservative 
character of the management, actual earn- 
ings are believed to have grown even 


QO VER-THE-COUNTER stocks were 


more substantially. In the year to end 
August 3lst, it is probable that American 
Type Founders’ actual results will ap- 
proximate between $25-$30 per share, 
comparing with the current dividend rate 
of 7%. 

This Department continues to regard 
Type Founders with favor as a high- 
grade investment containing no small 
speculative possibilities. 

Barnhart Bros. & Spindler: If the 
common shares of the American Type 
Founders Co. are attractive at the cur- 
rent price of 107, even greater attrac- 
tions, from the standpoint of permanent 
investment, must be attributed to the Ist 
and 2nd preferred issues of Barnhart 
Bros. & Spindler. Both of these issues 
are guaranteed, as to principal and divi- 
dend, by the American Type Founders 
Co. The entire common issue of the 
Barnhart Co. is owned by Type Found- 
ers, and while no dividends have been 
paid on this common issue, average an- 
nual earnings available for it in the last 
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tve years have exceeded $9 a share. 

The Barnhart Ist Preferred, enjoying 

better market than the 2nd preferred, 
ffers a yield of about 7% at current 
vels. The 2nd preferred offers a return 

; nearly 7.60%. For a permanent in- 
vestment, where marketability may be 

nored, this guaranteed 2nd preferred is 

very attractive issue, and the Ist pre- 

‘rréd is little less attractive, considering 
s larger floating supply. 

White Rock Mineral Springs: A brief 
cescription published here July 19th, deal- 

g with White Rock 2nd preferred, 
roused considerable interest in the issue, 

hich has since gained several points. 
lowever, its attractions appear little di- 
linished by the price advance. At the 
present offered price of 59, and on the 
resent dividend rate of 5% a return of 
early 8.5% is offered, and this does not 
llow for the issue’s participating feature 
hich, on the basis of the 1923 earnings, 
ould entitle it to a maximum dividend 
f over $12 a share. White Rock’s work- 

g capital requirements are very small, 
cue to the nature of its business, and if 
s sales continue to grow, the prospects 

the 2nd preferred should be substan- 
al. 

Aeolian Co.: Another preferred stock 

hich seems to merit consideration is 
iat of the Aeolian Co. This 7% issue 

selling at $80 per share, dividends upon 
are guaranteed by the Aeolian Weber 

o., and the indicated yield at present 
rices is nearly 9%. 

Aeolian Weber is a holding company, 
controlling a number of musical instru- 
ment companies. Over a period of years, 

s affairs have not appeared over-pros- 
perous, but recent months have witnessed 

substantial upturn, signalized by the 
recent advance in the preferred stock 

om $27 per share to around $70 per 
share, and the resumption of dividends at 
the 7% rate. 

Aeolian Weber 7% preferred is in 
arrears of about 55%, representing the 
accumulations. Without considering the 
possibility of these arrears being dis- 
charged, the offered yield of over 10% is 
ttractive from a speculative point of 
ew. 

The most recent news concerning the 
\eolian Co. surrounds the sale of its 

rge 42nd Street building to the Schulte 
iterests. The amount realized from this 

ile is not known, but it was held at 

,000,000, and the probable profit to the 
\eolian Co. may be judged from the fact 
that the building was erected before the 

ar, or prior to the real-estate boom. 

Lehigh Portland Cement: In the pre- 
ious issue, this Department devoted some 
pace to a description of the Lehigh Port- 
ind Cement Co. The capitalization of 

lis company should have been said to 

msist of 447,348 shares outstanding of 


REPUTATION 


—and What It Means 





GE is no guarantee of character, yet repu- 
tation is a plant of slow growth not to be 
forced by any artificial means. 


For 39 years an exceptional and unusual repu- 
tation has been developing—the reputation of 
George M. Forman & Company. During 
these 39 years this house has been entrusted 
by its clients with the investing of millions 
of dollars in thousands of separate invest- 
ments—without the loss to any client of a 
single dollar. 


Our greatest asset is our reputation—the fact 
that we have always sold safe investments, and 
that we have made Forman Service to the 
investor so effective that thousands of inves- 
tors today regard the name “Forman” as 
emblematic of Safety and Stability. 


From our 39 years of financial experience we 
have written an interesting and valuable book 
— “How to Select Safe Bonds.” This book 
tells how to select the investment best suited 
to your needs and how to protect your funds 
against loss. Mail a post card for your copy, 
or personally call at our offices. No obligation. 


Write for booklet 168 





GEORGE M.FoRMAN & COMPANY 


105 W. MONROE ST. CHICAGO 


PERSHING SQUARE BLDG.,NEW YORK CITY 


Years Without Loss to a Customer 














Orders executed for Cash or on Conservative Margin 


PRIVATE WIRES—NEW YORK, NEW ORLEANS, CHICAGO 


AND THROUGHOUT THE SOUTH 


n authorized 500,000 shares, of par value F E N N E R & B E A N E 


50. Lehigh Portland Cement has” no Members of 
onded debt and dividends since 1918 have New York Stock Exchange New York Coffee & Sugar Exchange 


een at the annual-rate of 6%, or $3 per New York Cotton + —— Louisiana Sugar & Rice Exchange 
i 4 i New Orleans Cotton change 
hare, comparing with an estimated net ey Ap yt 


irofit, on the basis of the 1923 output, New York Produce Exchange 
quivalent to about $6.70 per share. Stock 
capitalization was raised from $12,000,000 
to $18,000,000 in 1917 and from $18,000,- 
000 to the present authorized $25,000,000 
n 1923. 
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Associate Members of 
Liverpool Cotton Exchange 


NEW YORK: 27 William Street NEW ORLEANS: 818 Gravier Street 
WASHINGTON, D. C.: The New Willard Hotel 





























Kipper, PEaBopy & Co. 


Established 1865 


REW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
45 East 42d St. 216 Berkeley St. 


PROVIDENCE 
10 Weybosset St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
on request 


Correspondent of 


BARING BROTHERS & CO.,LTD. 

















| 
Weekly 
Stock 
Letter 


—pointing out eco- 
nomic conditions that 
may havea vital bear- 
ing upon the course 
of security prices. 


Sent gratis on request 
for M-16 


Josephthal & Co. 


Members New York Stock 
Exchange 








120 Broadway, New York 


Tel. Rector 6000 




















Municipal Bonds 


Suitable for Bank Investments 








Detroit Mich 
South Dakota 
Dallas, Texas 
State of Illinois 

iami Cons. Dist., 
Omaha, Nebraska 
Mercer Co., N. J 
Youngstown, Ohio .. 
State of Minnesota... 
Albany, N. Y. 
Albany, N. Y. 
Memphis, 
Rockingham Co., 
Boston, Mass. 
Newark, N. J 
Kansas City, 
Cleveland, Ohio 
Newark, N. J. 


Zzzzz 


ZZ 22 


z 


Cincinnati, Ohio 

Portland, Oregon 

Fort Worth, Texas . 
Mobile, Ala. 

Montgomery, Ala. ......... 
State of West Virginia 


Maricopa Co., Ariz. (Phoenix) 
Lakewood, N. J. ...- 

Tulsa, Okla. 

Greenville, S. C. 

Dayton, Ohio 

Toledo, 
State of Kansas 

Los Angeles, Calif. 
Los Angeles, Calif. 
Los Angeles, Calif. 
Denver, Colo. 

St. Petersburg, Fla. . 
Norfolk, Va. 

Tulsa, Okla. ° 
State of North Dakota 


Z2Z2Zz 


Camden, N. J. 
State of i 





State ft Soaee 
qo Sy. . 


roy, “ 
Atlantic City, N. J. .. 
New York City .... 
State of California 
State of Mississippi 
Akron, Ohio 
Milwaukee, Wis. 


ZZ ZZZZAZZAZZZAZZAZZZZZZ 


HIGHER-GRADE MUNICIPALS 


— | 


Mamees City, Mla. ...ccccccccccsccscecs . 


EE CE, ME, oc ntcececeecseceseces 


St. Petersburg, Fla. .........-+.++eee+: 
ms | 


DEE di nqcaeuseeeweesenaeqnnces 


i UE B, cascoceeeceéestevegecese 


Oklahoma City, Okla. ................. 
N—Legal for savings banks in New York State. 


Rate 


Approximate 
Interest ield 


Maturity 
June 1940 
Dec. 1939 
May 1957 
Mar. 1941-43 


July 1937 & 1940 
Oct. 1933-34 
Dec. 15, 1943 
June 1929-38 
June 1945-64 
uly 1945-55 
ay 1930-49 
July 1936 
July 1936-63 
May 1944 


oun 


April 1937 
June 1954 
Jan. 16, 1947 


 daiddpadadwnadaadadadaunnadanades: 
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Jan. 1963-43 
Sept. 1931-39 


oooth Sept. 1944 & 46 


May 
1930 & 1933 
1930-44 
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WORLD'S GREATEST RAIL- 
ROAD INVESTOR 
(Continued from page 609) 











This has made it possible to devote prac- 
tically all its net earnings from opera- 
tions to dividend purposes and also to 
keep piling up an enormous surplus. At 
the present time the book value of Union 
Pacific common is almost $200 per share. 


Earnings Record 


In no year of the last ten, have earn- 
ings per share on the common been less 
than $10 per share. They reached a high 
of $18.64 per share in 1918 and for the 
past three years have averaged $14.50. In 
1923, they were equal to $16.17 per share, 
which was the best since 1919. Mainte- 
nance has been consistently liberal, so that 
these large balances available for the 
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stock have not been obtained at the ex- 
pense of the property. 

Although gross revenues for the first 
half of 1924 have declined slightly as 
compared with the same period of 1923 
net operating income is approximately th« 
same. With good prospects for a re 
covery in general business during the lat 
ter part of this year, it is probable that 
traffic will be heavy and gross revenue: 
improve materially. It would not be sur 
prising if the Union Pacific exceeded th« 
$16.17 per share earned on its common it 
1923. In any event, the $10 dividend wil 
be covered with a large margin to spare 

At its present price of 142 Union Pa 
cific yields 7% on the amount invested 
This is a very attractive yield on a stoch 
the dividend on which is so well secured 
Years ago when the same rate was be 
ing paid and earnings were no better thi 
stock sold well above 200. With th: 
lower level of interest rates toward whicl 
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we are gravitating, it is probable that se- 
curities of the calibre of Union Pacific 
will soon be no longer available on a 7% Legal investment for Savings Banks of New York, New Jersey, 
basis.” Connecticut, and other States. 
In conclusion, the stock is very at- $400 

tractive from an income standpoint »000 

and should also appreciate consider- 

ably in price. Confidence in railroad State of N orth Dakota 
securities is gradually being restored : 
and the fear of unfair government reg- 544% Gold Bonds due Jan. 1, 1939 to 1949 inc. 


ulation is subsiding. Because of this Princinel ond eo b 
change in attitude and the fact that lee tee Ge Gan. oe aes Sap See 
its $10 dividend is amply protected, Legality approved by Charles B. Wood, Esq. 
Union Pacific represents a desirable 
icesinent FINANCIAL STATEMENT 
Assessed Valuation (1923) $1,089,123,614 
Net Bonded Debt (less than 2%) 20,741,845 
AMERICAN ZINC, LEAD & Population (1920 Census) 645,872 
SMELTING CO. These Bonds are the direct and general obligation of the State, 

(Continued from page 630) payable from an unlimited ad valorem tax. 

North Dakota is one of the largest and richest agricultural States 
in the Union and it produces more Spring wheat than any other State. 
was great overproduction of spelter and This State also contains the largest continuous deposit of coal in the 
that situation still exists. American Zinc world. 
in particular, found the going exceedingly Constitutionality and legality of the law authorizing these bonds 
hard. In 1918 the company was able to have been sustained by the Supreme Court of the United States and 
barely scrape through with a small profit, the Supreme Court of North Dakota 
but for the four succeeding years it ° > on ‘ 
showed deficits, ranging from $125,000 to Price to Yield 4.50% 
more than $1,000,000. In 1922, the com- Further particulars of the above upon request for Circular M.W.-192 
pany was able to show a $22,000 net in- 
come but last year a deficit again ap- 


peared, totaling approximately $40,000. agi, Gordon, 
In the first half of the current year D) on - nae Wi 
American Zinc earned a net of approxi- I ® é lp gl J) ;CIPAL Bo Waddell 
mately $80,000 before depreciation and oN 

depletion. As last year the company M 120 ae, 

charged off more than $400,000 for those NEW YORK 

two items, it is evident that American 
Zinc is falling considerably short of 
breaking even. 






































Outlook for Company 


American Zinc’s unsatisfactory : »si- 
tion, then, is due partly to difficulti- of 


its own manufacture and partly to «co- 

nomic conditions over which the company : 

has no control. A study of the causes 

leading to American Zinc’s present situa- 

tion would appear to warrant the conclu- 

sion that there wili have to be a consid- 

erable recovery in the price of spelter be- can be 

fore the company can expect to show any bop: moor | 


substantial balances on the right s‘e of 


its income ledger. A brisk demans irom 

abroad following the settlement of the 

European situation might be sufficient to Pomme the r. 
raise the company from its present de- rate of a 
pression. Until such an event is immi- 


. You receive $1000 cash for $660, if you follow the sim- 1 and salaried men and women 
nent neither the preferred nor common ple systematic Earning by Saving Plan used by over i over the | sere States and in many foreign coun- 
stock should be regarded as attractive seven million investors. tries are profit sharing members 
: $5 a month for 132 mos.—total $660. While 
speculations. makina these payments, your money earns 9}4% sim- rooney BACK ANY TIME full, 
; ? 25 2 , _ ie int.or 74% compound int. When final pay-| Stop payments anytime and withdraw money in fu 
There is $2,008, 50 par value of pre ment is made ‘you receive $1000 cash, a profit of $340. plus interest earned. 


ferred stock outstandi nd 828,000 . 
eve’, See smmating ant Oe! = VOU CAN A680 FURCHASE SEND FOR FREE BOOK 

par vaiue o common, Par J. n ay |, $ 2000 Cash for $ 1320 at $ 10 mo. for 132 mos. Do you Taat to butte anindependent fortune? Doves 

last, accumulated dividends on the pre- $ 5000 Cash for $ 3300 at $ 25 mo. for 132 mos. want to become free from financial worries? Do yo 

anid wanna én $21 ss ‘dnote The $10000 Cash for $ 6600 at $ 50 mo. for 132 mos. —pat $1000 Cash for $660? These interesting details 
. , $20000 Cash for $13200 at $100 mo. for 132 mos. | 0% the U.S. National Earning by Saving Plan are ex- 

company has $1,000,000 of Ist mortgage Arrangements may be made to pay in 78 monthly Bese Write for — today. w for Book 508 

5% bonds outstanding, due in two years, installments or on # 20 payment plan or you may in 


and $600,000 notes due June 1, 1928. Both BANKING S, AFETY “USS: As ‘NATIONAL 


of these funded obligations were acquired JU. S. National Building and Loan is’s mutual covings 
in taking over properties. American Zinc association, chartered b ft Pennsylvania. Fun: 


should, if fortune favors it in the next tL >¥™ $. Nationa pebding, Foe Phila.. Pa. 
couple of years, devote its earnings to 
improving its finarcial position rather than 
to paying dividends. In our opinion 
there are other metal stocks offering 
more attractive speculative possibili- 
ties. 
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Industrial 
Trustee Shares 


Metropolitan Trust Company of the 
City of New York, Trustee 
Representing Full Participation in Ten 

ing Industrials 

American Locomotive Co. 
American Tel. & Tel. Co. 
American Tobacco Co. 
fae Weelsn Co. 

ndicott-Johnson Corporation 
Studebaker-Corporaticn 

¢ Texas Company 

United Fruit Company 
VU. S. Steel Corporation 
Westinghouse Elec. & Mfg. Co. 

These shares offer to every investor 
the possibility of participating in the 
ownership and profits of America’s great 
industries. They combine Diversity, 
Stability, Safety, Marketability, High 
Yield, Profit 

Price at market 
Approx. $115, per share 
Price subject to Market changes 
Book Value Over $14.00 
Circular M.W.S.-2 on Request 


THROCKMORTON & Co. 


INVESTMENTS 


115 BROADWAY NEW YORK 
Telephone Rector 1060 

















NINE PREFERRED STOCK 
OPPORTUNITIES 
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Brokerage 
Service 


Upon request we shall be glad 
to forward you our letter 
which describes in detail the 
various kinds of brokerage 
service rendered by this Or- 
ganization based upon more 
than fifty years’ experience as 
members of the New York 
Stock Exchange. 


Pearl & Cu. 


Founded 1869 
Members N. Y. Stock Exchange 


71 Broadway New York 























% COMPOUNDED 
Semi-Arnually 


on investments in monthly payments or 
lump sums; Safety; Real Estate Se- 
curity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 




















Investing Wisely 


Reactions in a climbing market 
are healthy. Circular Free. 


15-25 Whitehall St. New York 
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sections of Maryland, Virginia, Pennsyl- 
vania and its subsidiaries operate in sev- 
eral small New Jersey communities. 

The earning power of the company has 
been increased through greater operating 
efficiency and acquisition of promising 
new properties. There is every reason 
for believing that the present substantial 
earning power of the company can be 
maintained. The first preferred stock 
at present price of 98, returning 7.1%, 
represents an attractive investment 
opportunity. 

RADIO While this stock is classed 
CORP. as speculative, the splendid 
7% PFD. outlook for the radio indus- 

try should result in an in- 
crease in earning power that will entitle 
the stock to a higher rating before long. 
There are outstanding 19.8 millions pre- 
ferred stock. Originally it had a par 
value of $5 per share but the company 
is exchanging this $5 par stock for new 
$50 par stock on which dividends at the 
rate of $3.50 per annum are being paid. 

Earnings have shown remarkable in- 
creases in the past three years. In 1921, 
net income was only $425,000, in 1922 it 
had increased to 3 millions, and last year 
net was 4.7 millions, equivalent to 3% 
times the preferred dividend require- 
ments. Radio is now carrying 25 to 30% 
of the Trans-Atlantic messages as well 
as increasing its percentage of business 
in other parts of the world. In addition, 
it receives a large income through the 
sale of radio apparatus. The new pre- 
ferred shares par $50 are selling on the 
New York Curb around 42 returning 
about 8%% on the investment. Through 
its holdings of valuable patents, Radio 
Corporation is practically immune from 
competition in this country and appears 
to have a very definitely assured future. 
The preferred issue is unusually attrac- 
tive at current prices. 


AUSTIN, Austin, Nichols & Company 
NICHOLS conducts one of the largest 
7% PFD. wholesale grocery businesses 

in the country, its activities 
centering in New York City and vicinity 
as well as in the Middle West. With the 
exception of 1921, when the deflation in 
food lines caused a loss in inventory, 
earnings for a number of years have 
been in excess of preferred dividends and 
for the year ended January 3lst, 1924, the 
preferred dividend was earned nearly 
three times over. 

There are 4.5 millions 7% cumulative 
preferred stock outstanding which has 
first claim on earnings and assets of the 
company as there is no funded debt. 
Working capital of the company is equiva- 
lent to $100 a share on the preferred and 
net tangible assets to $200 a share. The 
management is adopting the policy of 
gradually reducing the amount of pre- 
ferred stock outstanding through pur- 
chases in the open market. Earnings so 
far this year are understood to be on a 
favorable basis. At present levels of 85, 








What Our Subscribers 
Think About the Investors’ 
Advisory Board Service 


We quote herewith in part from let- 
ters sent voluntarily by some of our 
subscribers showing how they feel 
about the service which we have been 
rendering in connection with their 
strictly investment transactions. 


“T am in receipt of your letter of 
May 15, 1924, in which you have made 
an analysis of my holdings and recom- 
mendations thereon. Your letter is most 
comprehensive and is eminently satis- 
factory to me. Your recommendations 
are definite and specific and you furnish 
me with exactly the information I want. 
I wish so much that I had known fully 
about your service and realized its great 
value earlier. Your advice on two or 
three transactions alone would have 
saved the charges of your service to 
me for a period of five years, to say 
nothing of worry avoided. I will in 
general follow your recommendations 
and when changes have been made will 
write you on your form of what I have 
bought and sold, so you can keep my 
list of holdings up to date.” 

“Many thinks for your timely warn- 
ing as to... 18t preferred. It is now 
about 20 points under my sale and I 
did not foresee it.” 

“First, I wish to say that I am well 
pleased with your Service, and I have 
a delightful feeling of security in your 
recommendations.” 

“J note that American Water Works 
6 per cent participating preferred is 
selling at nearly 25 points higher than 
the price at which I purchased tt upon 
your advice in May and I am very 
much inclined to take advantage of 
such a handsome profit though I am 
writing to ask your advice before doing 
30. In this connection I may add that 
this is a splendid illustration of the 
value of your Investors’ Service, par- 
ticularly since I notice that not a 8in- 
gle one of the entire number of bonds 
or preferred stocks originally recom- 
mended to me show a loss and it would 
be interesting to know how many tn- 
vestors acting upon their own juda- 
ment could show results that would 
approach these.” 

What we have accomplished for those 
who have already subscribed to this 
service, we can accomplish for you. 
Our Board is almost continuously 
recommending adjustments in the se- 
curity lists of subscribers which effect 
very substantial increases in their in- 
vestment incomes besides constantly 
building up their investment backlogs. 
When you have once experienced 
our Personal Service, you will 
not return to a haphazard invest- 
ment policy or to dependence 
upon general information or statis- 
tical bulletins. 

Act at once as we may be able to 
make valuable recommendations in 
connection with the securities which 
you are now holding. Send in the 
coupon TODAY for detailed infor- - 
mation. 


INVESTORS’ ADVISORY BOARD 
of the Richard D. Wyckoff 
Analytical Staff, 

42 Broadway, New York, N. Y. 


Please send me full details concerning 
the above service. 























returning 8.2%, the stock offers excel- 
lent possibilities for enhancement in 


| re Safety e*e¢ @ 


CAL. California Petroleum is one 
PETRO- of the largest producers of 
LEUM oil in Bho caer err the pre- and a Good Return 
7% PFD. ferred stock is well secured 
by property value and earn- 
ing power. Dividends are now being 
paid on the common (par $25) stock at HERE is no substitute for the safety 
the rate of 7% annually and the preferred ’ ofaninvestment. If safety is lacking, 
stock will share equally with the common investment ceases and speculation 
in any increase in this rate. As earn- begins. The safety of an investment 


ings in 1923 were equivalent to 22% on depends upon what is back of it 
the common stock and this year are run- : 
ning at the rate of about 16% a share, American Telephone and Telegraph 


there are good prospects for an increase Company stock, of which over 
in the common dividend, which would $748,000,000 par value is now out- 
mean a similar increase for the preferred standing, is based on the company’s 
stock. The stock is classed as specula- substantial ownership in Bell System 
tive as earnings come almost entirely properties; is backed by tangible 
from oil production which is always a assets in x Te properties of approx- 
more or less uncertain proposition. The tnaeal ewice fee ner voles: ann ® 
company, however, has extensive holdings “The People’s h Id o h P 300 000 | 

and earnings should continue on a satis- Messenger” e y more than JU, ag e. 
factory basis. In 1923, earnings were The telephone service Supp: ied by 
equivalent to over six times the dividend these properties is unique and essen- 
requirements on the preferred issue. In tial to social and business life and its 
view of the return of 7.4% and the value exceeds the price paid therefor. 


possibility of higher dividends in the : . 
future, through participating rights, ip conn of ee rena — ~~~ 
this preferred stock has much to rec- on See ee 
oomnnl ownership in Bell System properties, 
and from other investments, and 
not being dependent on any one 
company or any one section of the 
TRADE TENDENCIES country, are thus assured of stability 
and are virtually independent of 
(Continued from page 631) depression. 
A.T.& T.Company stock pays 9% div- 
idends. It can be bought in the open 
the financial market to yield over 7%. Write for 
pamphlet, “Some Financial Facts.” 




















steady expansion. With 
prostration of Europe, however, normal 
export demand was cut off and the do- 
mestic red metal markets clogged by an 


mage . . fe 
increasing influx of cheap South Ameri- 
ae. ==BELL TELEPHONE 


In the past year the larger copper com- 


panies have attempted to restore a mea- 
sure of stability to prices by curtailing Ine 


output, but failure of numerous small 
operators to join in these movements has D F. Houston President 

nullified such efforts. Thus, with copper neg” ® 

in abundant supply, prices gradually 105 Broadway NEW YORK 
drifted downward to levels unprofitable 
to all but the very low cost producing 
companies. 

The prospect of renewed competition 
from foreign consumers has already 
caused a scramble for supplies on the part 
of domestic interests, and while there is 
now less disposition to buy indiscrimi- W H I Pf E H O U S E & C O * 
nately, it would seem that copper has Established 1828 
finally been lifted out of the rut. A con- 
siderable amount of speculative buying Stocks and Bonds—Accounts Carried 
evidently accompanied the recent advance 
and export demand was likewise largely 111 BROADWAY, NEW YORK 
in evidence. 

A seller’s market has developed and 
prices are being rather firmly held. In 
fact, a number of producers have with- Members New York Stock Exchange 
drawn from the market. A larger fall 
demand for copper for industrial purposes BROOKLYN 
should aid in sustaining late gains and, in 
the event of final agreement between the 186 Remsen St. 
Allies and Germany on the Dawes Plan, 
further improvement may be anticipated. 
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High Grade 


Investments 


For fifty-four years our ser- 
vices have been at the com- 
mand of investors 


Richardson, Hill & Co. 


Established 1870 


50 Congress St. 
BOSTON 
PORTLAND BANGOR 


Members New York and Boston Stock 
Exchanges 
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German 
Bonds 


Our August Bulletin con- 
tains the latest informa- 
tion of importance to Ger- 
man Bondholders. 


Sent free on request. 


Gc. VON POLENZ 


Specialist Foreign Securities 


115 Broadway, New York 


























22 P enn or in ieath ation 


1 Br: ach in Mexico 
10 Offices in Spain, France 
and England 


“BANK, LIMITED 
New York Agency, 49 Broadway 
Capital and Reserves Over $60,000, 000 
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THOSE NEW HIGH LEV- 
ELS FOR INCOME BONDS 
(Continued from page 606) 











but the increase has been comparatively 
moderate. 

There is still another point to be raised 
in this connection. The recent price of 
the M. K. & T. Adj. Mtge. 5s is slightly 
below the high levels for both of the past 
two years although the investment posi- 
tion of the issue has been gradually im- 
proving, and the general outlook for all 
the railroads is a great deal more satis- 
factory than it has been for a long pe- 
riod. To say that the bonds have no pos- 
sibilities merely because they have re- 
cently advanced about ten points would 
show a lack of understanding of the sit- 
uation. 


Other Attractive Issues 


The 6 per cent Adjustment Mortgage 
bonds of the Jnternational Great North- 
ern also appear to be selling on an attrac- 
tive basis at the present time, the yield 
offered being in excess of 11 per cent, 
although there is certainly no apparent 
danger of an interest payment being 
passed. This road has staged a real come- 
back within the past few years and is 
now earning its interest charges by a very 
fair margin. The recent acquisition of 
its common stock by the New Orleans, 
Texas & Mexico has materially strength- 
ened the position of the bonds, but this 
has evidently not as yet been fully dis- 
counted in the market price for the issue. 


While there is not much to be expected 
from the Hudson & Manhattan Income 
5s in the way of early speculative profits, 
the issue is desirable as a semi-specula- 
tive bond investment which yields a fair 
return. The 7.40 per cent current return 
and 7.80 per cent to maturity is rather 
high in comparison with the risk involved. 
Recent showings made by the company 
indicate that the investment position of 
its securities has increased considerably 
of late. 

Another issue which has attractions is 
the Seaboard Air Line Adj. Mige. 5s. 


They may be recommended as a long-" 


term holding which should eventually be- 
come a middle-grade investment. 

In considering the purchase of any of 
the income issues, the investor should 
remember that this class of bonds are 
more to be compared with preferred 
stocks than with bonds, being just a little 
higher in investment position. In some 
cases they are not secured by pledge of 
property, being merely debenture bonds 
on which the interest must only be paid 
when earned. Even when income bonds 
are secured by a mortgage on property 
of the issuing company, they are usually 
so far removed and subject to such large 
prior liens that earning power is often 
the only real gauge of value. 


The provisions of the indenture under 
which income bonds are issued vary to 
such an extent and are of such impor- 
tance that they should be given particu- 
lar attention. Whether interest is cumu- 
lative is of great importance especially 
where earnings are inclined to vary 





oO 
You can get this high interest 


O rate when you invest your 
money where it is most ur- 
gently needed— in the 


PATH OF PROSPERITY 


The fastest growing city in the United 
States today is MIAMI. Shrewd inves- 
tors, including the big insurance com- 
panies, are taking advantage of this 
opportunity. 
rite today for your copy of our 
Booklet No. 12 


Southern Bond & Mortgage Co. 


503 Ralston Building Miami, Florida 

















Readers of the Review are invited to 
avail themselves of our facilities for 
information and advice on stocks and 
bonds. Inquiries will receive careful 
attention, without obligation to the 
correspondent. 


THE BACHE REVIEW 
Sent for three months, without charge 


J. S. BACHE & CO. 
Established 1892 
Members N. Y. Stock Exchange 


42 Broadway New York City 

















YOU CAN BUY 


Good Securities 
in Small or Large Lots 


Partial Payments 


Ask for Booklet MW6 which explains 
our plan and terms 


James M. Leopold & Co. 
Members New York Stock Exchange 
7 Wall Street New York 
Established 1884 








Share inthe profits of 
10 Railroad Companies 


Through the purchase of United 
American Railways stock at 
around $15 a share, you obtain a 
participating interest in 17 of 
our strongest railway companies. 
The annual return is 7% with 
opportunities for greater yield. 
Ask for Circular M. W. 88 


R.J.McCielland &Co. 


Investment Securities 
60 Broadway, New York 








“FORTNIGHTLY” 
A bi-weekly survey of economic 
and ae conditions. 
opy on 
CARDEN. GREEN & & Co. 


43 Gute an New York 























greatly from year to year. The method 
of determining the amount of earnings 
available for interest payments is also to 
be given more than usual consideration. 

Comparing any of the income bonds 
issues listed in the accompanying table 
with a representative railroad preferred 
stock, it will be seen that the yield is 
fiigh. For example, the 5% preferred 
stock of the St. Louis-Southwestern is 
now quoted at 69 to yield but 7.2 per cent. 
The issue is non-cumulative and dividend 
payments have been erratic in the past. 
In view of this it is difficult to see why 
the yield of this preferred issue is so 
much less than that to be secured from 
income bonds of companies almost as 
well situated, especially since the holders 
of the income bonds have a direct lien 
on earnings and in the majority of cases 
benefit from the provision making inter- 
est cumulative. 


There is some basis to the belief that 
the public’s lack of faith in income bond 
issues has brought about a situation where 
the group sells much out of line with 
other classes of securities. The practical 
security buyer will let neither prejudice 
nor seemingly high price levels influence 
him against the purchase of an issue that 
offers more than a fair return with be- 
low the average risk. 


ECONOMIC TRENDS IN THE 
ELECTRICAL INDUSTRY 











HOW THREE IMPORTANT 
INDUSTRIES WILL BE AF- 
FECTED BY RISE IN CROP 
VALUES 
(Continued from page 613) 











around 104 is but 5.7%. While a pur- 
chase is not to be recommended from 
the standpoint of speculative profits, 
the holder of this security is entitled to 
expect a gradual increase in its market 
price, if held for a long-pull. 


MONTGOMERY WARD & CO. 


Sales of Montgomery Ward & Co. 
have shown a remarkable increase dur- 
ing the last few years and this increase 
is still in process. The 1923 total of 
123.7 millions compared with but 68.5 
milions in 1921, and this year’s total is 
likely to be as high as 147 million dol- 
lars. On the basis of this estimate, the 
company should have no difficulty in 
showing 7 millions net available for the 
1.1 million shares of $10 par value com- 
mon, which would mean about $6 per 
share. 

Both the troubles of the past and the 
fact that no dividends are being paid on 
this issue have done much to hoid its 
market value down to comparatively 
low levels. This does not mean that 
the stock has not risen in market value 
along with the change in the company’s 
state of affairs. It has, but seemingly 
not to the extent to which it is entitled. 
The fact that 4.3 millions in accumu- 
lated dividends must be paid off on the 
preferred stock before anything can be 
declared on the common has also been 
a detrimental factor in the market price 
of the common. 

The splendid management which this 
company now enjoys is a factor of no 
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Railroad Electrification 
Barely Begun 


The railroads of this country are embarked on 
an intensive program of improvement. Last year 
they spent more money for new equipment than 
in any similar period since the outbreak of the war. 
This year the same rate of expenditure is being 
maintained. 

Extraordinary expansion of the electrical in- 
dustry must inevitably result, for modern stand- 
ards of speed and economy in rail transportation 
demand electrification—particularly of suburban 
areas, terminals, tunnels and steep grades. 

Barely 11% percent of our total railroad mileage 
is now electrified, although authorities estimate 
that traffic conditions on many times this mileage 
warrant electrification. In terms of the needs of 
the country, railroad electrification has only 
barely started. 


WESTINGHOUSE ELECTRIC & MANUFACTURING CO. 
EAST PITTSBURGH, PA. 


Westinghouse 


The electrification of railways is dis- 
tinctively a Westinghouse achievement. 
Today the heaviest railroad service of 
the United States is being handled by 
the Alternating Current System—in- 
troduced by Westinghouse. Westing 
house installations include such rail- 
roads as: Pennsylvania Railroad; New 











small importance in judging the pros- e 
pects for the junior shares; and with S 


. better conditions among the customers YORK 

What Subscribers Say of the company it is safe to say that Tutse Ss RALIEA > 
everything in the outlook is entirely . : 

About the Trend favorable. A steady increase in both ee 


sales and profits is to be expected and S. S. = Fort HamILTo ” 


Hi 1 the holder of the common stock should 
Trading Service eventually receive fair-sized dividend will make an unusually attractive | 
disbursements. yachting cruise. (No Freight) t 
We quote herewith in part — ea 
¢ “the HAS THE FERTILIZER INDUS- August 30th 
rom some recent letters TRY TURNED THE CORNER? Sincteniiiciereatimieattilllen 
voluntarily forwarded to al elie ih decide Two days at 
. . industry wi stan Oo ene s b N th b 1 a ! 
us by subscribers to this to quite some extent from the Straits Gut of bao ont an tho Gaguenay i 


e : . Sas River and thence on to Quebec. Mag- 
service: change in agricultural conditions and nificent scenery, smooth water, cool 


the current year should witness sub- weather. The ship has spacious prom- 

“Many thanks for your letter. I think stantial improvement in the fertilizer aes Sane, one 2 oe 

I’m saved for life on your advices.” business. During the past year total for dancing. 

“I qwant to assure you of my appre- fertilizer sules of the largest part of the The Round Trip Occapies 12 Days, rate $150 and Up, 

ciation of this valuable service and industry amounted to approximately 5.9 or One Way to Quebec 5 Days, $80 and Up. 

to congratulate you upon the good million tons which was considerably be- No Passports required for this cruise 
low the average for the past five years For illustrated literature address 


judgment which has been shown in ayia . 
iin enetel as well as below the 1913 total. FURNESS BERMUDA LINE 
So far this year there has been an in- 34 Whitehall Street, NEW YORK 

“Please advise me what your rates crease of about 10% in fertilizer sales. Or any Tourist Agent 

.. One of While this is of course favorable it does 
not mean that the industry has returned 
to normal. Even with a 10% gain in 
sales, operations are still far below 
capacity and most organizations are 
“Permit me to again thank and com- barely making both ends meet. It is 
pliment you, for my balance is again the outlook for the last half of this 
increased through your service. On year and for 1925 which gives real en- 


$5,000 invested as deposit on account couragemest. Present low prices for 
fertilizer material (they are below the 


ad looks like it would, under yo 1913 level) should gradually show im- 
guidance, make me $5,000 lt amas provement and allow a wider margin of 
Before (as the medicine ads say) profit to manufacturers. A substantial 
taking your service, I operated for increase in volume of sales appears to 
some 12 years on market ‘letters, be inevitable. 

brokers’ guesses, etc., but your plan 
with close stops, coupled with your AMERICAN AGRICULTURAL 
wise choice of issues, looks like the CHEMICAL 


goods.” 








are for your service. . 
your customers, who requests that 
his name be withheld, has highly 
recommended your service.” 





Declaration of 


Independence 


A facsimile copy of the Declara- 
tion of Independence has been is- 
sued by the John Hancock Mutual 

e Insurance Company. 

This reproduction is a composite 
reduced facsimile, one-quarter size, 
taken from a facsimile reproduc- 
tion of the original Declaration of 
Independence made by W I. Stone 
in 1823, under the direction of John 
Quincy Adams, then Secretary of 
State. The original engrossed - 
laration is in the ae of the Li- 
brarian of Congress at Washington. 
The John Hancock Company will 
send this copy of the Declaration 
free for framing. 
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Over Stzty Years in Bustness. 
Now Insuring over One Billion 850 
Million Dollars in Poltcies 
07 3,300,000 Lives 
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Cy sar. Cy ses 


The business of this company has 
“I am now on second quarter of shown decided improvement so far this 
Trend Trading Service and am well year and profits are reported to have 
satisfied so far.” been larger than in 1923. Even greater 
improvement is to be expected from 
Do not the above state- now to the close of the year, due to 
ments clearly prove to you prospects of heavier buying from those 
co Ss sections of the country which have en- 
that our Service is thor- joyed the greatest increase in pros- 
oughly worth a trial? perity. The best showing will not be 6% Guaranteed Mtg. Bonds 
? made, however, until next spring when LESS THAN 6% IS INCOME LOST 
the purchase of fertilizer always as- LESS SAFETY—NEEDLESS RISK 
sumes the largest proportions. Send for Free Booklet 150 
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SORT BELA E AES MLB 








If you have $2,000 or over 


to use as a speculative fund While the great majority of organiza- MORTGAGE BOND CO. of NEW YORK 


you should be among our tions in this industry are suffering from 58 Liberty Street New York City 
poor financial conditions, the American 
subscribers. _ Agricultural Chemical Company is fi- 


iall d, rid d by th 
Send in the coupon TODAY so nancially sound, as evidence y the ROVA RADIO CORP. 











fact that working capital is in excess 


that our definite wired advices of funded debt, and notes payable were Circular on request 
but two millions at the close of last ABRAHAMS, HOFFER & CO. 


Radio Specialists 
Members of the New York Curb Market 


15 Broad Street 


may begin to go forward at once. year compared with cash on hand of 
nm nm err 2.3 millions. Current assets and current 
THE TREND TRADING SERVICE, liabilities were in the ratio of approxi- 
42 Broadway, New York City. mately 10 to 1. 
Gentlemen : The ist ref. 7% per cent bonds of 
Enclosed herewith find my check for the company which mature in 1941, are $100 BONDS 











$125, covering subscription to the Trend 
Trading Service for three months, ad- now quoted around 92 to return over 


vices to begin at once. 8% currently. This is unusually attrac- —_— 
tive for a bond issue so well secured Battelle, Ludwig & Co. 
as to assets, though a number of years Membcrs New York Stock Exchange 
of restored earnings may be needed to 25 BROAD STREET, NEW YORK 
place the issue on an investment plan. 
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The 6% cum. preferred at 41 has possi- 
bilities but is of course speculative. 
Accumulations amount to 19% per cent. 
The common stock is selling around 16 
and is to be considered as nothing more 
than a gamble. Of all three issues, 
therefore, the 714% bonds are in the 
most favorable position. 





WHAT THE BUSINESS 
MAN SHOULD KNOW 
ABOUT PROMISSORY 
NOTES 
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tiable, as the following case illustrates: 

“I O U Frank Smith, $.,000. (Signed) 
John Jones.” 

At common law this instrument would 
not be negotiable, as it is merely the 
acknowledgement of an old obligation, 
and contains no promise to pay.* 

Now, in Illinois, by statute, Secs. 3, 4, 
Ch. 98, and in a number of such States, 
such instruments are made negotiable. 
It is for this reason that the sound 
merchant or banker must be posted 
on the statutes governing their state, 
and be alert on their provisions in con- 
struing negotiable instruments. 


When the Note Becomes Operative 


The last question under consideration, 
relative to the negotiability of an instru- 
ment is that incident to the time the note 
is to become operative. 


A note is said to become operative 
upon delivery, which is meant the trans- 
fer of possession with intent to transfer 
title. 

Ther are two kinds of delivery: Actual, 
and Constructive. Actual delivery is the 
manual passing of the instrument itself. 
Constructive delivery is accomplished by 
some act which manifests the intent to 
passs the right of possession, while the 
actual possession does not pass.** 


Having now considered some of the 
essentials of negotiability, it is worth our 
interest that the matter of indorsement 
be discussed. 


Bankers not infrequently find, as well 
as the merchant, that the writing of the 
name of the holder on a negotiable instru- 
ment for the purpose of transferring 
title, or the writing of his name, by a 
stranger, to the note for the purpose of 
strengthening the security of the holder, 
by assuming a contingent liability for its 
future payment, is of primary importance. 

Now, decisions in the courts reveal the 
fact that any emblem of a person’s name 
will suffice to be binding on the party on 
the note, and the writer has seen many 
an instrument signed with nothing more 
than a cross, and the person’s name 
printed in. Where such cases arise, how- 
ever, the precaution of having witnesses 
present to verify the sign, is above all 
necessary; and the latter should be pres- 
ent at the time of signing, and in the 
presence of each other, although these 


* Norton, 37 Clark on Contracts, page 55. 
** Benjamin, pages. 118-9. 
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precautions are by way of Siggestion, 
and will be helpful in avoiding subse- 
quent embarrassment upon the maturity 
of the instrument. 

There are several kinds of indorse- 
ments: in blank, special indorsements, 
indorsements without recourse, condi- 
tional, and restrictive indorsements. How- 
ever, I will only illustrate how careful 
the banker or merchant must be to in- 
sure the safeguarding of their interests; 
and cite the following instance: 

A thief stole, in December, from the 
payee and owner, a thirty-day promissory 
note indorsed in blank for the payment 
of $2,000, and a paper indorsed in blank 
acknowledging payment for and agreeing 
to deliver in thirty days one hundred bar- 


rels of flour of a quality then worth $10 
a barrel. 

The next day after these thefts, a capi- 
talist bought and received the note and 
the other written instrument for a valu- 
able consideration from the thief, believ- 
ing the thief to be the rightful owner. 

Now, in this case, inasmuch as the 
capitalist is a bona-fide holder, for value, 
and this without notice, he acquires a 
good title to the promissory note indorsed 
in blank, for the same was a negotiable 
instrument. 

In the case of the second paper, it not 
being a negotiable instrument, it could 
be only transferred by assignment. It 
is for this reason that the capitalist would 
take title to it, subject to all the equities 


between the prior parties; and any action, 
in the absence of statute, must be brought 
in the name of the assignor. 

The above cases reveal the importance 
to the banker and merchant of indorse- 
ment on notes. If in the first instance the 
note had been filled in with the name of 
a particular party, the person finding 
same would have had to forge the name 
of the person designated, and the capi- 
talist could not have taken title, as he 
would not have received any better one 
than the thief himself had in gaining 
wrongful possession of the instrument. 

Not infrequently, the holder of a note, 
whether he be banker, merchant, or indi- 
vidual, acting in a personal capacity, finds 
it necessary to renew a note. In such 
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SIMMS PETROLEUM—Enjoying a considerable 
growth in production and earnings. 
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ifornia the largest of any oil company in 
the country. 


PAN-AMERICAN—Earnings reported at a lesser 
rate than last year but question arises as 
to whether about all of the bad news is not 
out about this company. Naval Reserve 
litigation of vital importance as the com- 
pany has based its future largely on its 
Naval Reserve developments. Manage- 
ment seems entirely confident that the 
judicial decision will be entirely different 
from that of politicians and the press. 
Company is building a 140 mile 10-inch 
pipe line from Bakersfield, California, to 
Pan-American’s refinery in that state. 


PIERCE OIL—New management has been able 
to affect large savings in overhead and 
with the new capital actively at work this 
company should at last be able to show bal- 
ances on the right side of its ledgers. 


PHILLIPS PETROLEUM—Earnings very large in 
the first half year and company is still 
doing well in spite of the drop in the whole- 
sale gasoline market. Is owner of 
very valuable properties and is one of the 
strongest independent producers. Is in a 
position to store its own crude in dull 
times. 


PRAIRIE OIL & GAS—Have purchased consider- 
able oil on a higher price scale than now 
obtaining. If present price structure is 
maintained, company will show a consid- 
erable inventory loss on much of the oil 
bought this year. But company’s strong 
finances permit it to carry its oil until 
times improve sufficiently for all the in- 
ventory to be liquidated at a profit or with- 
out loss. Not making much money from 
the refining and marketing ends of its busi- 
ness. 


SALT CREEK PRODUCERS—See Mutual Oil. 


and net working capital position strong. 


SINCLAIR—Recent passing of dividend justifies 
opinion of this company which we have 
consistently maintained for a long time. 
Too much “Sinclair.” No improvement in 
sight. 

STANDARD OF CALIFORNIA—See California Pe- 
troleum. Standard of California has been 
able to market its products at good prices 
and company is in excellent shape. 


STANDARD OF INDIANA—Business running about 
20% ahead of last year but has had much 
price cutting to contend with. However, 
the company had a fine year in 1923 and 
indications point results equally as good 
if not better for 1924. 


STANDARD OF KENTUCKY—Operating in a ter- 
ritory showing active growth and indicated 
profits for 1924 should be considerably 
more than for 1923. Management entirely 
competent. 


STANDARD OF NEW JERSEY—Earning at about 
the 1923 rate. 


SUPERIOR O1L—Down to bed rock and doing 
well after its somewhat checkered career. 
If judgment against Atlantic Refining is 
affirmed in higher courts, it will mean 
$3,100,000 additional working capital for 
Superior. 


TExAS Co.—Another one of the “big fellows” 
which, like Standard of New Jersey, is not 
finding the going any too smooth. Inven- 
tory reported considerably reduced, which 
should make for a stronger working cap- 
ital position at the end of the year. 


TRANSCONTINENTAL — More market activity 
than usual. Well press-agented reports of 
“big doings” which come under the cate- 
gory of “interesting if true.” This com- 
pany has still to justify its existence. 
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instances, the greatest amount of human 
care and foresight are necessary to in- 
sure the careful renewal of the responsi- 
bility of all the parties who were on the 
original note. 

Take this case for example: 

Suppose there are three parties on a 
note as makers. Suppose, on the ma- 
turity date, only one of the makers came 
into the bank, and asked for an extension 
of time on the note? The banker, we'll 
say, grants the asked for extension, and 
does not notify the other two makers or 
signers on the note, that he has granted 
an extension. Now, you say, would such 
an extension release the other makers, 
who did not receive notice of the exten- 
sion? 

The answer to this question is, that if 
there was a certain time specified, say, 
thirty days, as an extension; and a valu- 
able consideration included, and such an 
extension was made by the banker with- 
out notice to the other makers, why, then 
those makers who are not notified, would 
be released. 

Each day, with the laws, relative to 
negotiable instruments changing in the 
different states, with the progress made 
by the legislatures throughout the coun- 
try, which ever seek to pass new laws, 
as a panacea for all evils, the banker and 
the merchant find that a policy of eter- 
nal vigilance is the only safeguard in 
assuring the validity of their instruments, 
and in securing them in the payment of 
their notes, which are spoken of as the 
structure upon which the whole frame- 
work of their business is constructed. 





ARE ELECTRIC RAIL- 
WAYS ON THE ROAD 
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A discussion of the future outlook for 
the industry must take up each traction 
group separately. As previously stated the 
subway and elevated systems have bright 
prospects. The surface line group operat- 
ing in large cities can look forward to 
better times on the whole. The. same is 
true of the large interurban companies. 
The smaller organizations in both groups 
have not yet emerged from their difficul- 
ties to sufficient extent to warrant hope- 
fulness, or an investment of funds in that 
quarter. 

The dissimilar outlook for various di- 
visions of the industry is explained by 
variation in_ traffic density and the fact 
that different items enter into their ex- 
pense accounts in varying proportion. 
The organizations whose labor costs con- 
stitute a very large percentage of operat- 
ing expenses will not do well this year, 
because labor is dear. Those whose chief 
items of expense are fuel and other ma- 
terials will benefit by the lower trend of 
prices. Thus it behooves the prospective 
investor to inquire into these matters be- 
fore placing his funds in the securities 
of a traction company. 


Special attention should also be paid to 
the condition of a company’s property and 
its financial condition as several years of 
hard times have left many in-a rather un- 
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from the main highways and heavy 
traffic and still ride with comfort and 
without worrying about what the rough 
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And Fisk Balloons make skidding practi- 
cally impossible and they improve the ap- 
pearance of your car. 
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Assets of $9000 


Behind Each $1000 Bond 


Cities Service Company 7% 
Gold Debenture Bonds are 
backed by assets of $9000 for 
each $1000 Bond outstanding. 
This is a margin of safety 


enviable position. Allowance should also 
be made for the fact that any number of 
companies will have to scrap parts of 
their systems and replace with motor 
buses, which will mean a great reduction 
in capital account and equity behind se- 
curities. The security bargains are to be 
found for the most part among bond 
issues well protected by assets and yet 
selling on a high yield basis, such as is 
the case in many instances. If the com- 
pany is operating in a well populated terri- 
tory, enjoys a fair degree of public confi- 
dence or good will, is not on the verge 
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of bankruptcy and has made good use of 
all new improvements such as the one man 
car, there is no reason to doubt the possi- 
bilities of its bond issues. 


equal to a ratio of 9 to 1. 


These Bonds (Series D) carry 
a valuable conversion privi- 
lege which may be exercised 
at the option of the investor. 
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which has good possibilities, there is no 
object to switching to another security 
unless you are very sure that the new 
security will show you an even greater 
profit. On the other hand, if the stock | 
you are holding faces a very uncertain | 
future, there is every reason why you | 
should switch into a stock with better 
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prospects. By well advised switches, in- 
vestors are frequently able to turn a se- 
rious loss into a profit. National Acme 
for the quarter ended June 30th reported 
a loss of $249,000 after depreciation and 
interest and for the six months ended 
June 30th there was a deficit of $148,000. 
A part of the large loss in the second 
quarter was due to interrupted operations 
*on account of rearranging equipment at 
the Coit plant. For the year ended De- The 
cember 3lst, 1923, National Acme earned 


96 t sh its stock d ° 
with a loss of $805,000 in 1922. At the Opportunity | 
Exchange 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


close of 1923, the company was carrying 
bank loans of $900,000 in addition to a 
funded debt of 4.8 millions. In view of 
the unsatisfactory earnings of this com- 
pany and comparatively weak financial 
condition, it is our opinion that there are 
better possibilities of making up your 
loss in some other issue. We suggest 
a switch into Willys Overland common. || who not only possess the funds 
Close to $5 a share was earned on the 


; . . to buy your service or com- 
common stock in 1923 and earnings this ° y) 
> modity, but who read our pub- 


year was expected to be in excess of $2 
a share. lication seeking investment and 


Is our new classified depart- | 
ment. Through it you can reach | 
| an audience of business men 


The risk is limited to the 
cost of the Put or Call. 


business advice. 


JORDAN MOTOR 
Year’s Dividend Earned 


I am holding for investment a few shares 
of Jordan Motor Company’s stock and would 
appreciate any information you may be able 
to supply in regard to earnings, financial con- 
dition and operating statistics.— H. E., Bos- 
ton, Mass. 


Rate per word 10c. minimum 
ad $2.00. Checks must accom- 
pany orders. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 
Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 


| Address Advertising Dept., 


@MAGAZINE 
oWALL STREET © 


New York City | 


Jordan Motor Company, for the six 
months ended June 30th, 1924, earned in 
excess of the full year’s dividend re- 
quirements of $3 a share on the common 
stock. In view of the fact that the first 
six months this year was a rather trying 
period in the automobile industry, de- 
mand for cars not coming up to expec- 
tations, this is a very good showing. Bal- 
ance sheet as of June 30th, 1924, showed 
quick assets of 2.2 millions and current 
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indebtedness of $326,236. The company 
has $603,704 cash on hand and no bank 
loans. A new line of medium-priced 
eight-cylinder cars known as the “Great- 
Line Eight” has been brought out and it 
is understood that this new model has 
met with a good reception. The Jordan 
car is largely an assembled proposition, 
the principal parts being purchased from 
other manufacturers. Consequently, over- 
head is comparatively small. In 1923, 
Jordan turned over its capital about 12 
times. The company recently made pub- 
lic some interesting statistics showing 
what happens to the Jordan dollar; cost 
of material takes 77.1 cents, of which 
amount 1.9 cents is saved through cash 
discount; 5.5 cents goes for production 
cost; 4.1 cents for advertising and selling 
expense; and 2.4 cents for general admin- 
istration. Profit on car sales is 10.2 cents, 
and profit on parts sales 4.7 cents. As the 
company is in strong financial condition 
and has demonstrated a substantial earn- 
ing power under conditions that many 
automobile manufacturers found unsatis- 
factory, we believe the stock is entitled 
to consideration as a speculation. 
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574 Points Profit in 
Four Months 


Readers of THE MAGAZINE OF WALL STREET 
will be interested in the remarkable record of our 
INVESTMENT AND BUSINESS FORECAST 
through the puzzling market of the past four months: 


—lIn the campaign on the short side from April | to 
May 22, our recommendations showed profits of 229 


points—and 9 points loss. 


—lIn the campaign on the long side, which began June 
4, our advices showed profits of 374 points—and 


20 points loss. 


The success of The Investment and Business Forecast is due to the 
personal direction of Mr. Richard D. Wyckoff who has had 36 


years of experience through a long sequence of bull markets, de- 
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WILL POLITICS SHAKE 
THE BANKING WORLD 
IN 1924? 
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large city banks, than they could get from 
the agricultural credit banks. One large 
national bank of New York City has just 
announced a syndicate acceptance opera- 
tion running up as high as $40,000,000 for 
the use of cooperative farm organizations 
during the coming year, so that from this 
source alone it would .seem that the 
farmer will get more real funds than he 
obtained from the twelve intermediate 
credit banks together during the year 
1923. 

The new agricultural relief corporation 
established by subscriptions to capital 
stock made by the larger national banks 
in New York and elsewhere, has also be- 
gun to be of service in helping to correct 
the bad banking situation which has pre- 
vailed in the Western states, and this line 
of work has appealed strongly to the good 
sense of farm interests in those portions 
of the country which had been hardest 
hit by the bank failures of the past few 
months. Moreover, the better prices that 
have been prevalent for some time past 
in all parts of the farming region have 
done their share toward establishing bet- 
ter feeling, and have gone far toward 
reassuring some who had become pessi- 
mistic about the future of farm industry. 
Retail trade throughout the West is now 
greatly improved. Taken together, these 
things have, in some measure, diminished 
the virulence of the agitation for unsound 
banking which spread all over the West 
during 1922 and 1923, and have created 
a better basis politically than could then 
have been predicted. 


Elements of Danger 


While fully recognizing the better 
prospects throughout the country and the 
more temperate attitude which prevails 
with respect to the use of banking credit 
in connection with farming, the forecaster 
of political conditions must also recog- 
nize the presence of some elements of 
danger. First of all, there is nothing in 
any of the outgivings thus far on. behalf 
of either party that really furnishes any 
assurance that the dangerous measures 
which have already received a good deal 
of support in Congress will not be taken 
up and pressed forward. Secondly, there 
is still pending in Congress legislation 
which directly bears upon banking and 
whose effects would undoubtedly be in- 
jurious to it. 

One measure which is regarded with 
a good deal of doubt by many bankers 
is the so-called McFadden bill. Thirdly, 
the danger is constantly present, and was 
actually encountered in the 1920 campaign, 
that candidates will of their own accord 
give pledges of reduction of rates of in- 
terest or discount, or will promise to sup- 
port unwise banking measures of one kind 
or another, or will undertake to stir up 
hostility against the existing banking sys- 
tem. Both parties were guilty in this way 
in 1920, and it was out of their promises 
made on the “stump” that much of the 
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harm that has been accomplished during 
the last four years, including the tinker- 
ing with the personnel of the Federal Re- 
serve Board and of the reserve banks, 
really grew. 

President Coolidge has given good evi- 
dence, since he entered office, of his inten- 
tion not to interfere further with the Fed- 
eral Reserve System, although he has 
shown no disposition to eliminate the 
politicians who had obtained a hold upon 
it. Nevertheless, he has refrained from 
attempting to force changes in discount 
rates by direct means, and he has exerted 
himself in many ways to find means of 
obtaining farm relief that did not depend 
upon a straining of the provisions of the 
Federal Reserve Act. 


Possible Developments 


In another aspect, the banking situa- 
tion on its political side needs to be very 
carefully considered by the bankers them- 
selves. Experience in the past has shown 
that the years after political campaigns 
in which not very much was said about 
banking and currency, were periods when 
it was thought safe to attempt to put 
through undesirable legislation, on the 
ground that neither party was particularly 
committed on the subject, so that its 
hands were free to do about as they saw 
fit, without being charged with disregard 
of platform pledges. There is undoubt- 
edly a large element both in and out of 
Congress which intends to attempt at an 
early date to work toward a more cen- 
tralized form of banking with either a 
single central institution or with a very 
small group of such institutions, say, 
three or four. This plan was urged by 
financial interests, at the time when the 
Federal Reserve Act was under consid- 
eration, and of late there has been an 
effort to get it up again in some Wash- 
ington circles. The branch-banking ques- 
tion will also come to the front, indeed 
can hardly be held back, and since this 
also is unlikely to figure in the campaign 
politicians will regard themselves as com- 
paratively free to guide their conduct as 
they see fit. On the other hand, too, the 
fact that the campaign passes without 
special criticism of policies that have 
been followed of late in the management 
of the Reserve System tends materially 
to perpetuate and aggravate these evils. 
While, therefore, it is satisfactory that 
there should appear to be in sight no di- 
rect assault upon the banking system 
either central or local, there is no rea- 
son whatever for relaxing the attention 
which the more public-spirited bankers 
of the country have for some time past 
been giving to the whole subject. Our 
banking system is at a point which will 
probably in later years be recognized as 
one of rather critical importance and its 
development from now on will depend 
much upon the care and attention that is 
given to it by those engaged in the profes- 
sion. If they should be enabled, as now 
seems likely, to continue the discussion 
of conditions carefully and thoughtfully 
without the intervention of direct political 
attacks, the problem of getting sound ac- 
tion will be rendered easier but it cer- 
tainly will not be disposed of or elimi- 
nated. 
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Business Opportunities 


Mailing Lists 





Wanted 


Business executive with fifteen to twenty-five 
thousand dollars, join me with equal amount 
or more to buy out, well established manufactur- 
ing busines, making a line of high grade patented 
office specialties for commercial and advertising 
uses. Now being sold to the various states and 
federal government in large quantities. Also to 
numerous large and small corporations through- 
out the U. S. and other countries; stand most 
rigid and searching investigation; unlimited pos- 
sibilities with a world wide field to draw from; 
light competition with very’ inferior line; 
has outgrown present management and capital; 
shows attractive margin of profits; time ripe 
for profitable deal. Quick action or may be too 
late. Box 35, c-o The Magazine of Wall Street, 
42 Broadway, New York City. 





Englishman, Practical, Technical and Com- 
mercial and Consulting Expert, life ex- 
perience textile engineering, cotton spinning 
and manufacturing trades. M. I. Mech., 
E. London, thirteen years continuous and 
present residence Japan and China, will 
co-operate with those interested in the 
financing or purchasing of existing and/or 
the projection of new cotton spinning and 
manufacturing plants in China. Present 
economical conditions favorable to capital- 
ists. Has acted as principal in mercantile 
firm for a number of years. Highest bank 

14 commercial references. Box No. 34, 
Ean apeaine of Wall Street, 42 Broadway, 
~~ v- & 





INVESTORS 


Why not invest part of your capital in 
new or cin businesses where you can 
obtain o connection and reap the 
benefits? es can be either an active or 
inactive associate and grow with the busi- 
ness. The small business of today will be 
the big business of tomorrow. We are in 
position to furnish interests in many iines 
of industry. 


PERSONAL canes & SERVICE EXCHANGE, Inc. 
Broadway, New York 





Mailing Lists 


Will pele zou inevense sales 


Ls pd ive 
Sete cee 
99% terse 








INVESTORS 

Can furnish Stock, Bond and Mortgage 
Buyers in 1,000 companies. Ask for price 
list showing each and amounts in detail. 
A. F. WILLIAMS 


166 W. Adams St Chicago 














Letter Specialists 





FORM LETTERS 


Form letters by former promotion man for 
du Pont, $100 per subject. A subject con- 
sists of one or several letters in sequence 
covering one product or along a specific line 
to one distinct group—as collection letters, 
replies to inquiries, replies to complaints, set 
of letters approaching former customers, set 
of letters featuring one point to salesmen, 
set of letters on one product for retailer's 
trade or whatever your need may be. Write 
freely. 

R. P. M. Lewis, 45 West 45th St., New York 





Charters 





Corporations opens « ond pnt under 
liberal UVeiaware reliable 
service. COLONIAL ‘CHARTER COMPANY, 
Wilmington, Delaware. 


DELAWARE ieoemnenetenn charters; fees 
small; forms. Chas. G. Guyer, 90! Orange St., 
Wilmington, Del. 


Dividends 





Oil and gas leases, producing royalties, drill- 
ing contracts and oil properties for sale in the 
Mid-Continent _ fields. Write for particu..-s. 
Orcutt-Harris & Co., Inc., 816 Colcord bBiig., 
Oklahoma City. 





Stocks & Bond Issues Marketed. Reorganiza- 

tions, consolidations. We employ every suc- 
cessful method known in money raising. 
Lebrecht Co., Waco, Texas. 








Capital Secured. Corporations organized and 
Bl & pany, 347 5th 
Ave., New York. 





Dividends 





Hayes Wheel Company 


Jackson, Michigan 


July 29, 1924. 
The regular quarterly dividend of 75 cents per 
share upon the non par capital stock of the Com 
pany will be paid on September 15, 1924, to 
stockholders of record at the close of business 
August 30, 1924. A dividend of $1.87% per 
share was also declared on the Preferred Stock 
of the Company for the months of June, July 
and August, at the rate of 74% per annum pay- 
able September 15, 1924, to stockholders of 
record at the close of businss August 30, 1924. 

C. G. MACKAY, Secretary. 





Pacific Gas and Electric Co. 
40th Consecutive 
QUARTERLY DIVIDEND 
on First Preferred Stock 
The regular quarterly dividend of $1.50 per 
stare upon the Preferred Capital Stock of 
this Company will be paid by check on Au- 


gust 15, 1924, to shareholders of record at 
close of a 31, 1924. 


. mes.to I2 te 
Latest Earnings 5.0."%9" i924 June 30,1924 


$22,193,596 $42,317,645 
8,461,878 16,457,402 








Gress earnings 
Net after taxes, ete. 
Surplus fer Preferred 
Stock after prier charges 
and depreciation 
Dividends paid on 


3,473,400 6,700,987 


1,622,041 


3,222,060 
Balance . . . 1,851,359 3,478,927 
Earned per Shae of 


Preferred S:ock $6.38 ($12.30 


Dividends pusid 15th February, May. 
August and November 


San Francisco, A. F. HOCKENBEAMER 
California Vice-President and Treaswrer 











GUANTANAMO SUGAR COMPANY 


The Board of Directors has this day declared 
a Dividend of two dollars ($2.00) per share on 
the Preferred Stock, for the quarter ending - 
tember 30, 1924, payable September 30, 1924, 
to stockholders of record at the close of business 
September 15, 1924. The transfer books will not 
be closed. 


GEORGE H. 
New York, August 6, 


BUNKER, Treasurer. 
1924, 
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These Books Will Help You— 


INCREASE PROFITS and: ELIMINATE LOSSES 


Send for Them TODAY 
Free Five Day Examination 





“You and Your Broker” 
By Robert L. Smitley 


Knowledge of your broker's standing, and 
your rights when dealing with him, are IN- 
SURANCE AGAINST LOSSES. The bucket- 
shops could not exist if their clients would in- 
vestigate before placing their funds. 

There are FOURTEEN FACTORS TO 
CONSIDER before selecting your broker to 
whom you will entrust your savings, and this 
book will instruct in those factors. It will show 
you the proper methods to adopt in dealing 
with him. 

“Am | positively certain that | am dealing 
with a reliable and reputable broker?’’ and 
“Do I know my rights when dealing with him?" 
are TWO questions you should settle in your 
own mind quickly, if you are to succeed in your 
investing and trading. 

WITHOUT A SINGLE EXCEPTION THIS 
BOOK IS THE MOST SIMPLE, PRACTICAL 
and USEFUL ONE EVER PUBLISHED BY 
THE MAGAZINE OF WALL STREET. 


THIS BOOK SHOWS YOU— 


—what to do if you lose a stock or bond; 
—what you can expect and demand of brokers; 
—how much and when to carry margin; 

—the correct way to give an order; 

—how to check your broker's statement; 

—how to figure interest on averages; 

—how to use stop-orders, puts and calls; 

—how much interest you should pay; 

—what action to take if you find you are the in- 
nocent holder of a stolen security; 

—why it is important to have securities trans- 
ferred TO your name when purchasing and 
FROM your name when selling; 

—correct commission rates; 

—why odd lots cost more; 

—conditions of double taxation; 

—conditions of double transfer charges; 

—rules and regulations of security transfers; 

—N. Y. Stock Exchange rules for delivery, etc.; 

—how to insure securities against theft; 

—thousands of things every trader and investor 
should know to be successful. 


Price $3.00 (postage prepaid) 





“How I Trade and Invest 


in Stocks and Bonds” 
By Richard D. Wyckoff 


NINE OUT OF TEN people to whom this 
book was sent on APPROVAL, found it so 
intensely interesting and thoroughly practical, 
that they cheerfully sent us their checks. 

This volume is NOT the theorizing of a 
financial writer. Every line is taken from Mr. 
Wyckoff's 35 years of practical experience in 
the trading and investment field. During that 
time he has traded, speculated, studied, tested 
and applied many theories gleaned from his 
expe-ience and contact with practically every 
class of investor and trader. He has incorpo- 
rated in this volume ONLY THE PLANS, 
METHODS AND THEORIES HE HAS 
FOUND SUCCESSFUL. 

Hard, cold and tested facts are related in 
these chapters that make a most romantic and 
interesting story of what is ordinarily a dry 
and uninteresting subject. 


THIS BOOK SHOWS YOU— 


—what to look for before buying; 

—earmarks of a desirable investment; 

—how to ferret out opportunities that others 
usually overlook; 

—how to weigh advice given by brokers; 

—how to make the most from your capital; 

—how to test investment “‘news’’; 

—what to know before making a commitment; 

—how to make an exact science of investing; 

—why the investor and trader should know, and 
how he can determine, the Technical Position; 

—how to detect manipulation, accumulation and 
distribution; 

—how to guard against losses; 

—when it pays to take a loss; 

—some of the rules used by Jesse L. Livermore; 

—recovering losses by averaging down; 

—why “averaging down” is puzzling to some; 

—when to buy and when to sell; 

—factors causing price changes; 

—effect of psychology on the stock market; 

—the use of stop-orders, puts and calls. 


Price $3.75 (postage prepaid) 





This offer is GOOD FOR THREE WEEKS ONLY—ACCEPT IT NOW 


ee ee ee eS cae ome ee ae oe oe FILL OUT AND MAIL THIS COUPON TODAY — — — — — — — — — — — --- 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 


Gentlemen: 

© You and Your Broker. 
condition. 

© How I Trade and Invest in Stocks and Bonds. 
retyrn the book in good condition. 


Name 


I have decided to take advantage of your generous offer, so you may send me a copy of 
At the end of five days I will send you my check for $3.00 or I will return the book in good 


At the end of five days I will send you my check for $3.75 or 1 will 


© Please let me know how I can get The Magazine of Wall Street, for one year at a discount. 


Aug. 16 








If you do business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















